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TO THE TEACHER 


The content of the social studies is constantly expanding. Events 
happen so rapidly that the teaching of social studies presents an 
ever-increasing need for selectivity that will not omit essentials. 

Our Industrial Age was planned to meet the need for a well- 
rounded program in social studies. The book is divided into three 
parts, each part emphasizing a different aspect of our present era. 
Part I, “Society at Work,” acquaints the student with the devel¬ 
opment of our economic machinery and institutions and their im¬ 
pact upon our ways of life. Part II, “Economic and Social Chal¬ 
lenges,” stresses important issues and problems that characterize 
our present age. Part III, “Economic, Social, and Political Safe¬ 
guards,” analyzes and evaluates possible ways of dealing with 
these issues and problems. The three parts are linked together by 
a continuity of purpose—to give the student an understanding of 
the dynamics of economic and social change and the role the 
citizen must play in a democracy. 

There are other features of the book designed to make it appeal¬ 
ing to teacher and student. Every problem, issue, or other phase 
of our present age treated in the book is discussed from a histori¬ 
cal and sociological approach. Wherever appropriate, charts, 
tables, pictures, and cartoons are used to supplement the written 
material. At the end of each chapter are stimulating questions as 
well as suggestions for further study. 

Teaching, whether of the social studies or any other subject 
area, involves these factors: the aims and content of the course, 
the students, and the teacher. Our Industrial Age was planned 
and written with cognizance of these factors. It aims to satisfy the 
need of a comprehensive yet selectively organized course of study; 
to provide the pupils with reading matter that is easy to compre¬ 
hend, stimulating, and challenging; and to make available to the 
teacher not only a textbook but also a tool for good teaching. 

H. M. Boodish 
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TO THE STUDENT 


High school students often approach teachers with the question: 
“What good will social studies be to me if I am going to be a 
plumber, an auto mechanic, an electrician, a dentist, or an engi¬ 
neer?” The question is challenging. Why should a young man who 
is primarily interested in a definite occupation or profession, or a 
young woman who hopes to marry and become a good wife and 
mother, be concerned with social studies? 

We are social beings. As social beings we have wants that go 
beyond food, shelter, and clothing. We want to have something 
to say, for example, about where we shall live, what type of work 
we shall do, and what kind of education we and our children shall 
have. We want to make these and many similar choices for our¬ 
selves or, at least, to have a voice in such decisions. We do not 
want to turn over to someone else the right to decide such matters 
for us. 

Merely wanting something, however, does not give it to us. One 
does not become a skilled mechanic or an engineer, for example, 
merely by wishing. This is equally true of all other things we 
want in life—freedom of speech and of the press, the right to go 
and come whenever wc choose, the right to see a movie of our 
liking, the freedom to read a book of our choosing, the right to an 
education, the freedom to live and let live. If we want these 
things, we must work for them. 

Unfortunately, many of us, particularly during our youth, fail 
to see our own importance as contributors to community affairs. 
We feel that because as young people we are subject to a large 
extent to the direction of our parents and our schools and because 
we do not have the right to vote, our influence is of little value. 
Even if that were true, and it is not, we must remember that 
sooner than we realize we become adults with all the privileges 
and responsibilities of adults. 
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It is evident that performing a useful occupation well is basic 
to self-satisfaction. But that alone is not sufficient to ensure a full 
and satisfactory life. 

The individual is more than a carpenter, electrician, plumber, 
teacher, or doctor. He is also a member of a family unit. He is a 
member of many other social units, such as fraternal organizations 
and the church. He is a member of economic and political groups, 
such as labor unions, employer organizations, and political par¬ 
ties. He is a member of society in all its political, social, religious, 
and economic aspects. 

The way in which these various groups operate is affected by 
the actions of every individual. In turn it affects the day-to-day 
living of every individual. Wars, depressions, epidemics, indus¬ 
trial disputes, crimes, and numerous other less obvious social ills 
affect the life of every one of us. All to some degree are the result 
of the action or inaction of the individual. Education, therefore, to 
be effective, must train every individual so that those social ex¬ 
periences that cause human distress and misery are reduced to a 
minimum. 

What part does social studies play in such an educational pro¬ 
gram? 

The social studies are studies of the various aspects of society 
for the purpose of understanding the factors that are responsible 
for the events that are either good or bad for the individual. 

It has been said that knowledge of the cause of a disease is half 
its cure. The same holds true for the diseases of society. If we 
know and understand their causes, we can hope to remedy them 
and prevent their occurrence. 

It is an accepted scientific fact that the individual learns either 
through his own experiences or through knowledge of the experi¬ 
ences of others. A child may learn that he will bum his hand if he 
puts it into the fire. But he can also learn this fact from the experi¬ 
ence of another. It is true that there are certain basic experiences 
to which every individual must be subjected—sometimes unavoid¬ 
ably and at a very heavy price. It would be a physical impossibil¬ 
ity for one of us to undergo all the life experiences of society 
since the beginning of time. But a knowledge of those experi- 
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ences, which we call history, is essential in preparing us to under¬ 
stand better the present and the future. 

At no time in the history of our country, perhaps, has the prob¬ 
lem of industrial unrest held the public attention that it holds to¬ 
day. We are all affected in some way by the problem. 

Our reaction to this problem, regardless of our own social and 
economic position, should not be self-centered and emotional. It 
should be sane, unbiased, and critical. This kind of reaction re¬ 
quires some knowledge of the history of organized labor and of 
industry. We must know and understand the causes of industrial 
disputes. We must understand how industry functions and how 
organized labor functions. We must know and understand the 
problems that each faces. Only when we as a people have such 
knowledge can we expect to make plans to eliminate the causes of 
industrial disputes. 

War is another problem. It is not a problem of the present alone. 
Wars have always occurred. Must we resign ourselves to the idea 
that wars are unavoidable and that they will always continue to 
happen? Progress cannot be attained through a pessimistic atti¬ 
tude. Wars have recurred, but we can hope to eliminate them in 
the future if we make an attempt to understand their causes and 
methodically go about removing them. That also requires a study 
of social, political, religious, and economic history. We must study 
the causes of conflict between human forces on an individual and 
national basis. We must look into the historical development of 
peoples and nations in order to understand why they are today as 
they are. We must trace the origin of all social ills back into the 
past in order to improve the present and the future. 

Crime, corrupt government, prejudice, slums, depressions, un¬ 
employment, and many other present day problems can be dealt 
with intelligently and successfully only if all of us understand 
their causes and contribute to their elimination. This requires on 
the part of every citizen a knowledge of the workings of econom¬ 
ics, a knowledge of the mechanics of government, and a knowl¬ 
edge of the forces that affect changes in human institutions. 
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PART ONE: SOCIETY AT WORK 



T he next time you go for a walk notice the different kinds of 
businesses and services in which the people of your commu¬ 
nity are engaged. You will sec trolley cars, taxicabs, grocery stores, 
schools, fire engines, police cars, garbage collectors, street cleaners, 
window washers, and other evidence of many types of businesses 
and services. The number of them actually runs into the hundreds. 
Some deal with the production of goods, such as food, clothing, 
and furniture; others have to do with services, such as transporta¬ 
tion, communication, and education. But each meets some need in 
our lives. To organize, operate, and maintain their activities is one 
of the most important tasks of present-day society. 

Several thousand years ago making a living consisted mainly of 
tilling the ground. Nearly everyone engaged in farming. But as a 
result of the industrial revolution, which introduced the machine 
and modern production methods, making a living now involves 
thousands of different tasks. They arc closely interrelated. They 
must dovetail in such a way that the job each person does fits in 
with every other job. Every business must relate to other businesses. 

We arc frequently guilty of taking things too much for granted. 
We ride on streetcars, listen to the radio, eat various kinds of foods, 
or do any of the hundred things we do, without giving much 
thought to the work that others have done to make it possible for 
us to use these goods and services. But should something go wrong, 
should there be a strike of streetcar operators, a sudden failure of 
banks, or a sudden stoppage of any of the services to which wc arc 
accustomed, wc immediately realize that our well-being depends on 
what other people do or fail to do. 

Our society is complex. It is like a machine whose smooth opera¬ 
tion constantly demands that each part be geared in harmony with 
all other parts. It is the duty of each one of us, therefore, to under¬ 
stand how this complex machine came into existence. Wc must 
know how it works today and how we can maintain and perhaps im¬ 
prove its operation so that it will render the greatest good to all. 



PART ONE: SOCIETY AT WORK 


chapter 1: The Origin of Our Industrial System 
chapter 2: Big Business and Large-scale Production 
chapter 3: Our Monetary and Banking Systems 
chapter 4: Transportation in Our Industrial Age 
chapter 5: Communication in Our Industrial Age 


Chapter 1: THE ORIGIN OF OUR 
INDUSTRIAL SYSTEM 


We know that when man first appeared on earth, and for thou¬ 
sands of years afterward, lie had to spend most of his time trying 
to satisfy his basic physical wants. This was natural. He did not 
know cities with paved streets, skyscrapers, electric lights, radios, 
automobiles, ships, and airplanes. He did not find coal and iron 
mines in operation for his use. He did not inherit wheat and cot¬ 
ton fields cultivated scientifically for his benefit. 

MAKING A LIVING BEFORE THE 
INDUSTRIAL REVOLUTION 

Primitive man was born into a world that was bare of all scien¬ 
tific knowledge, where nature and its various forces were little 
understood and much feared, and where superstition and greed 
guided all his actions. It was a world where the struggle for exist¬ 
ence was keen and difficult. The more time he needed to spend in 
providing himself with food, clothing, and shelter, the less time 
man had to devote to the satisfaction of his other wants. On the 
other hand, the less time he had to spend on securing a living, the 
more time he could devote to bettering himself. 

Making a living has always been the human being’s most fun- 
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damental task. His progress from savagery to civilization has been 
determined, in large measure, by the degree to which he suc¬ 
ceeded at the task. 

Steps in Human Progress. Unlike other creatures man was bom 
with a brain that could be highly developed, with a voice box 
that could produce various tones, and with fingers that could 
manipulate and make things. In addition he possessed a natural 
instinct to live and work in cooperation with other men. His abil¬ 
ity to store up knowledge and to make tools gave him greater use 
of the forces of nature. Although his progress was extremely slow, 
it appears to have been continuous. It developed by certain steps 
that we now refer to as: 

The hunting and fishing stage 

The pastoral stage 

The agricultural stage 

The handicraft stage 

The industrial stage 

It is interesting to notice that these names suggest periods in 
man’s economic development; that is, they describe the modes of 
production bv which he has made his living at various times. We 
shall see that each succeeding stage represents an increase in his 
control over nature. As a result more of the necessities of life 
could be secured in a shorter time than was previously required, 
and man gained additional time to devote to his nonphysical 
wants. It was only as he made use of this time to improve himself 
and his surroundings that civilization was able to progress. 

Not all people went through the same stage of development at 
the same time. The rate of progress in different parts of the world 
was affected by climate, soil, natural resources, and the ease with 
which other parts of the world could be reached. Thus, for ex¬ 
ample, while the industrial revolution was changing England 
from an agricultural to an industrial nation, the inhabitants of 
many other parts of the world were still living under primitive 
conditions. We know that even today there are people whose life 
is primitive. 

The dividing line between one stage of production and another 
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NATIONAL STEEL CORP. 

The wonders of the modern industrial age were unknown to our earli¬ 
est ancestors. 


was often faint, with many of the conditions of the earlier stages 
existing side by side with the new. Even in our highly industrial¬ 
ized society, characteristics of earlier stages, though somewhat 
modified, continue to exist. We still hunt and fish, cultivate our 
farm lands, raise cattle for food, and manufacture numerous com¬ 
modities by hand. Progress seems to have been made by adding 
new ways of producing goods and services rather than by com¬ 
pletely eliminating older methods. 

Hunting and Fishing Civilizations. In the hunting and fishing 
period, man relied for his livelihood almost entirely upon what 
he could find. Whatever fruits and berries and game were avail¬ 
able to him were his food. When nature was good to him by pro¬ 
viding plentiful game, good fishing waters, and lots of berries and 
fruit, he ate well. When nature was less generous, he ate less or 
had to move to some other ground. In time he became conscious 
of the manipulative skill of his ten fingers. Using them, he began 
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CHICAGO NATURAL HISTORY MUSEUM 


There was little to distinguish primitive man from the hrutc beasts. 
His progress from savagery to eivilization has been long and diffieult. 

to make tools to assist him in his search for food. He began to 
make crude implements out of stone and to have an understand¬ 
ing of fire. He used the fire to warm himself, to cook his food to 
make it more palatable, and to protect himself from the larger 
and stronger beasts. 

Family life gradually spread out into tribal organizations. Fre¬ 
quently tribes attacked and fought one another for the possession 
of fertile land, game, fish, and edible vegetation. The life of the 
early American Indian is largely a record of this kind of existence. 

The statements below summarize the conditions under which 
man lived during the hunting and fishing stage of his develop¬ 
ment: 

1. At the very beginning, his native intelligence seems to have 
been only a little above that of the brutes around him. It in¬ 
creased, probably, as he learned to associate meanings with 
the sounds he could make with his voice box. 
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2. His range of wants was narrow. He was usually satisfied if 
he obtained enough food to keep himself alive. 

3. He made progress at an extremely slow rate. For generation 
after generation he continued to do exactly as his elders had 
done before him. This is shown by the fact that he chipped 
rough stone implements for thousands of years before dis¬ 
covering how to polish them to straight and sharp edges. 
His pottery, too, for thousands of years remained crude and 
rough. 

4. He could not write; he had no means of consciously record¬ 
ing facts that others might wish to use at a later date. 

5. He made little, if any, provision for the uncertainties of the 
future. Like the fabled grasshopper, he had alternate periods 
of starvation and plenty. 

6. He was a nomad. Because he depended upon what the land 
had to offer, he had to move whenever the land he occupied 
could no longer provide him with the things he needed to 
remain alive. 

7. There was little division of labor as we know it today. Every 
individual who was old enough hunted, fished, fought, and 
made his own tools. 

8. Primitive man was extremely superstitious and verv much 
afraid of the forces of nature. Since he could not understand 
these forces, he regarded them as supernatural. 

The Pastoral Stage. No one knows exactly how many years man 
lived under the conditions we have described above. Some his¬ 
torians estimate that the period lasted several hundred thousand 
years. In time, however, he slowly learned to make provision for 
the future. He began to domesticate the cow, the goat, the rein¬ 
deer, and the sheep, which he used for food. His dog helped him 
to hunt and to watch over his flocks. He learned to spin and to 
weave cloth from the wool of his sheep so that he did not need 
to depend solely on skin and furs for his clothing. During the pas¬ 
toral period, family and tribal ties became stronger. This is shown 
in the records of the early life histories of the Hebrews, Greeks, 
Romans, Egyptians, and other ancient peoples. 
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The outstanding characteristics of this period were: 

1. Man was still nomadic, but less so than before because much 
of his food was supplied by his flocks. 

2. The institution of private property came into use. A person 
could own things and do with them as he pleased. Private 
property was confined to movable things such as cattle and 
personal possessions. 

3. The right to inherit wealth was recognized as a natural re¬ 
sult of the acceptance of the principle of private property. 
Thus began the division of society into different economic 
classes. 

4. The use of the softer metals (gold, silver, copper, and tin) 
for ornaments, tools, and weapons was introduced. 

5. This period saw the beginning of the division of labor. The 
father assumed full responsibilitv for providing for his fam¬ 
ily while the mother cared for the young and did the do¬ 
mestic chores. 

6. There was little trade, and most of it was done through bar¬ 
ter or direct exchange of articles. 

7. There were frequent tribal wars for the possession of good 
pastures or flocks. In some places this resulted in the practice 
of slavery and wife stealing. Much of the history of the early 
Greeks and other peoples in the eastern Mediterranean area 
tells of such tribal warfare. 

8. The idea of the oneness of God began to develop. Religion 
did not altogether take the place of superstition, however. 

9. On the whole life was simple and close to nature. The pop¬ 
ulation of any given area was still small. 

Man Becomes a Farmer. One of the major steps in the growth 
of civilization came when man learned to cultivate his land. He 
was then able to produce more food than he required for his im¬ 
mediate needs. He no longer had to undergo frequently the dan¬ 
gers and discomforts of moving from place to place. He could 
store up food for the future and settle permanently in one place. 
Families could be larger and the population could increase. Com- 
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munity life could begin, and with it, new social relationships and 
new institutions came into existence. 

The outstanding characteristics of this period were: 

1. Nomadic life ceased for the most part, and people settled in 
more or less permanent homes. 

2. Food and other necessities were supplied by fields and flocks. 

3. People could devote some time to the production of goods 
and services that would satisfy other than the barest physi¬ 
cal wants. 

4. The institution of private property was extended to land. 
Division of people into classes became more pronounced, 
with ownership of land and cattle being regarded as signs of 
distinction and power. 

5. Slavery became more firmly established. 

6. Village life came into existence. 

7. Trade and travel increased. 

8. Writing, first used for the recording of business transactions, 
began in the early stages of this period. 

The Handicraft System. With the coming of village life, which 
was made possible bv agriculture, division of labor came into still 
wider use. It was natural for some people more skilled than others 
to devote all or most of their time to using their particular skills. 
Thus one man might devote all his time to making rope while an¬ 
other specialized in making shoes. 

Craftsmen who worked only at their particular trades ex¬ 
changed the things that they made either for money or for articles 
that they needed. Certain places came to be used as centers for 
the exchange of their wares, and it was around these centers that 
cities began to grow. 

The main characteristics of the handicraft stage were: 

1. Division of labor according to skills was increasing. 

2. Separation of society into classes became even more notice¬ 
able. 

3. Nations began to develop with kings as hereditary rulers. 
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4. Taxation as a means of supporting governmental functions 
and services became a fixed custom. 

5. Agriculture was still the chief source of production and the 
main livelihood of the majority of people. But manufactur¬ 
ing, trade, and commerce were also coming to be important 
activities. 

REVOLUTION IN INDUSTRY 

On the Eve of the Industrial Revolution. Following the collapse 
of the Roman Empire, about a.d. 500, Europeans lived under an 
economic system known as feudalism. This way of life continued 
in Europe until about the time of the discovery of America and 
in some countries until about the nineteenth century. The people 
lived in small villages known as manors. Just outside the village 
each family cultivated a plot of ground, which was usually owned 
by some lord. The tenant, known as a serf, paid rent in the form 
of produce from the plot assigned to him and by laboring on the 
lord’s land. The serf, who was a semislave, could not be sold or 
removed from the manor on which he was born, nor was he per¬ 
mitted to leave it. He was subject to the will of the lord. 

Each manor had its own church where all observed the same 
religion as the lord. Life was simple and unexciting. Travel was 
practically nonexistent for the average person, and that included 
almost everyone. Trade was at a minimum because most of the 
manors produced their own goods. 

These conditions continued unchanged until two things oc¬ 
curred: the Crusades and the discovery of America. You will re¬ 
call from your study of history that the kings of Europe, influ¬ 
enced by the popes, became involved in the Crusades. These 
were mass movements of people from Europe, led by kings, 
nobles, soldiers, and priests, to seize the Holy Land from the Mo¬ 
hammedans, who had occupied it. Some joined the Crusades for 
the love of adventure, but most of the people who participated 
in them were moved by religious zeal. 

While the Crusades were not successful in accomplishing their 
original purpose, they had important results. The door to the 
Orient and its civilization was again opened. Europeans were 
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BETTMANN 


The feudal village was the center of European life for nearly a thou¬ 
sand years 

able to see the riches and splendors of a life different from their 
own. They saw new kinds of food, new manners of dress, and new 
wa\ s of living. Those who came back from the Crusades brought 
with them samples of the foods, clothing, and jewelry, and talked 
of what they had seen. 

The peoples of Europe began to stir. The simple life of the 
manor began to weaken and finally had to give way to a more 
varied and richer way of life, one that would permit people to 
move about. Of course these things did not take place overnight. 
The change was slow and almost unnoticeable at the time. As a 
matter of fact, changes in ways of living never occur suddenly 
but go on constantly. And so, at this time also, although the peo¬ 
ple of Europe did not realize it, the Crusades were bringing about 
the beginning of the end of feudalism. 

The Crusades were almost directly responsible for the discov¬ 
ery of America. The more people became acquainted with the 
Orient, the greater was their demand for its products. The travels 
and tales of Marco Polo also increased interest in the Orient. As 
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BETTMANN 


The Crusaders failed in their attempts to free the Holt/ Land from the 
Mohammedans. Nevertheless, the Crusades had far-reaching results, 
which are described in these pages. 

a result more and more ships destined for Asia began to sail the 
seas. But the routes were long, dangerous, and costly. 

There were enterprising men like Magellan and Columbus who 
had exciting ideas about the world. Wasn’t it really round and 
not flat? Could you not reach China by sailing straight west on 
the Atlantic Ocean? The exploits of these daring seamen are well 
known. America was discovered. The world became larger. Dis¬ 
satisfied people no longer had to remain where they were. They 
could pull up their stakes and go to the New World. 

As feudalism began to disappear, cities like Genoa, Venice, 
Milan, and Hamburg became trading centers that received the 
wares from Asia and distributed them all over Europe. 

Although agriculture was still the principal occupation in Eu¬ 
rope, manufacturing and trade began increasingly to occupy the 
time of the people in the newly developed towns and cities. Most 
industries, however, were small in scope. They were carried on in 
simple little shops with only a handful of workmen. 
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CULVER 


The effect of Columbus voyage was to expand greatly man’s knowl¬ 
edge of the world Increased knowledge changed ways of living and 
thinking. 

The methods of production used until the middle of the eight¬ 
eenth century were primitive and crude. In agriculture the im¬ 
plements were the plow, the sickle, and the flail. In the textile in¬ 
dustry spinning was still done on spinning wheels and hand looms 
were used for weaving. The system of manufacturing that existed 
at the time, particularly in the textile field, was known as the do¬ 
mestic system. It was characterized by the facts that all the 
work was done in the home, the tools were usually owned by the 
worker, the raw materials were supplied by merchants, and wages 
were paid on a piecework basis. 

The Industrial Revolution Begins. The word revolution usually 
makes us think of a sudden overthrow of government. Such an 
action is frequently accompanied by violence and bloodshed. The 
American Revolution of 1776, the French Revolution of 1789, and 
the Russian Revolution of 1917 are familiar examples. But if we 
consider only quick change and bloodshed as the characteristics 
of revolution, we may wonder why the industrial revolution is so 
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The spinning fenny was one of the numerous mechanical inventions of 
the eighteenth century that helped to bring about the age of produc¬ 
tion by machinery 


named. As we shall see, it was not sudden and it was not accom¬ 
panied by bloodshed. 

The industrial revolution began with a series of inventions and 
scientific discoveries in England about 1750. These changes led 
to the development of machinery, the factory system, and even¬ 
tually to our present industrial system of production. With the 
mechanical developments there came a parallel growth in man’s 
understanding of nature and scientific method. The growth in 
knowledge and its practical application to everyday living are the 
most important facts of the industrial revolution. 

Conditions Favorable to Change. Although the industrial revo¬ 
lution began first in the economic field, political factors were im¬ 
portant in bringing it about. For almost three hundred years fol¬ 
lowing the discovery of America, the various European powers 
fought one another for the possession of colonies in the New 
World. In this struggle England reaped most of the benefits. By 
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1763 she held almost all of the eastern part of North America as 
well as India. 

Other European nations were politically so undeveloped or dis¬ 
organized that they could offer but little competition to England. 
Spain, having been earlier defeated by England, was continuing 
on a downhill course. France, suffering under the rule of the 
Bourbon kings, with its people oppressed by high taxes, was pre¬ 
paring for the Revolution of 1789. Feudalism still existed in Rus¬ 
sia. Germany and Italy were divided into numerous independent 
little kingdoms and duchies. 

England, alone, at this time was internally united. The Glorious 
Revolution of 1688 had established once and for all the superior¬ 
ity of Parliament over the King. 

Under the European colonial system there was little manufac¬ 
turing done in the colonies. The mother countries supplied them 
with manufactured goods. Since England controlled a great empire 
of colonies, her manufactured products were greatly in demand. 
Her markets would be expanded still further if the cost of pro¬ 
duction could be lowered by improving production methods. 

Several other factors helped to make England the logical birth¬ 
place for the industrial revolution. She was rich in those raw 
materials (coal, iron, and wool) that are necessary for industry. 
A large stock of capital, essential for setting up factories and ma¬ 
chines, had been accumulated as a result of the British colonial 
trade. There were many English craftsmen and merchants who 
had learned skills under the domestic system. They were now 
valuable for the initiation of an industrial economy. 

England, more than any other nation, was ready to expand 
commercially. Conditions were ripe for change. 

The first mechanical inventions of the industrial revolution 
were designed to speed up the manufacture of cloth. An im¬ 
proved weaving machine known as Kay’s flying shuttle was in¬ 
vented in 1733. It was quickly followed by Hargreaves’ spinning 
jenny , Cartwright’s loom, Compton’s mule, and Whitney’s cotton 
gin, all of which speeded the production of cloth. 

Hand power and later water power were used to drive these 
machines. The early factories, therefore, were built around fast- 
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moving streams and rivers. With Watt’s improvement upon the 
steam engine, first designed by Newcomen, water power became 
less important as a source of energy until the modem age of elec¬ 
tricity. Production could be geared to steam. 

The Industrial Revolution Affected Living. The changes imme¬ 
diately following the industrial revolution did not improve the lot 
of the average worker. In many cases it was made even worse. 


1.44 



DEPT. OF ECONOMICS, MtGRAW-HILL PUBLISHING CO.; 

AND TWENTIETH CENTURY FUND 


The use of more machinery and better machinery has 
steadily increased the hourly output of the icorker who 
produces goods. 

Previously, he had done most of his work at home or in the fields 
and owned the tools of his labor. Under the new system he 
worked in a factory away from home. The tools he used were not 
owned by him but by the owner of the factory. The most unsatis¬ 
factory features of the new system, however, were the working 
conditions in the factories—long hours, low wages, poor sanita¬ 
tion, and employment of children. 

Living conditions at home were no better. The independent 
craftsman, unable to compete with the cheaply made products of 
the machine, was forced to seek employment in some factory. As 
a result entire small communities were left without population 
and cities sprang up around the newly erected factories. Many 
landlords, realizing the great demand for houses situated close to 
the factories, bought up the land near them. There they built 
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BROWN BROTHERS 

Water falling upon mill wheels drove most of the machinery that was 
used during the early period of the industrial revolution. Steam re¬ 
placed water power, which, in turn, was replaced by electricity. Sci¬ 
entists say that the machines of the future will be driven by atomic 
energy. 

miserable shacks so close together that they were almost on top 
of one another. The new factory system brought with it city 
slums. 

Another result of the industrial revolution in its early stages 
was the creation of two distinct classes whose interests often con¬ 
flicted—the owners of capital and the workers in the factories. 
Profits were the main interest of the factory owners; the workers 
were interested in wages and working conditions. 

In time new scientific methods of farming increased agricul¬ 
tural production. The sailboat gave way to the steamship, making 
ocean travel safer and faster. Distant continents were brought 
closer together. The covered wagon and stagecoach were re- 
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BETTMAN'N 


Before the industrial revolution, many common forms of recreation 
were crude and often cruel. Bullbaiting, for example, was one of the 
more popular sports. 

placed by the train and the automobile. The courier on horse¬ 
back yielded to the telegraph and the telephone. Newspaper cir¬ 
culation increased. Educational opportunities were extended. 
Illiteracy decreased. People talked more and read more. Life was 
changing and so were the conditions under which the people 
lived. Governments became more democratic with more and 
more people obtaining the right to vote. Working conditions be¬ 
gan to improve. Standards of living started to rise. These were 
some of the later effects of the industrial revolution. 

Gains and Losses from the Industrial Revolution. Today there 
are still certain undesirable features of our society that are trace¬ 
able to the changes brought about by the industrial revolution. 
Among them are: 

1. An increase in industrial hazards and accidents. 

2. An increase in boredom with one’s daily work as a result of 
the specialization and division of labor that were necessary 
under the new factory system. 

3. An increase in mental and emotional ills that are a part of 
our city life. 
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4. An increase in certain urban problems, particularly those 
having to do with slums, disease, and crime, as well as those 
arising out of the speed with which our industrial cities have 
grown. 

5. The periodic recurrence of business booms and depressions. 


Changes in living conditions in those parts of the world that 
have been most strongly affected by the industrial revolution 
have been great. Many of the changes are direct or indirect re¬ 
sults of the introduction of new methods of production and new 
scientific thought. The following comparison of the conditions un¬ 
der which most of the world’s people lived at the beginning of 
the industrial revolution and the conditions that exist in our own 
country today suggest that more has been gained from the indus¬ 


trial revolution than was lost by 

Before the Industrial Revolution 

1. People, generally, had no effec¬ 
tive representation in government. 

2. Opportunities for advancement 
were practically nonexistent be¬ 
cause class barriers were almost 
insurmountable. 

3. People, generally, did little, if any, 
traveling and lived and died near 
the place of their birth. 

4. Few people enjoyed the privilege 
of obtaining an education. Illiter¬ 
acy was the rule and literacy the 
exception. 

5. People were generally callous to 
human suffering. There were over 
6oo kinds of crime, with even mi¬ 
nor offenses punishable by long 
sentences or death. Jails were like 
dungeons that housed indiscrimi¬ 
nately in the same quarters vicious 
criminals, debtors, and women and 
children. There was no distinction 
between the types of punishment 
used for adults and minors. 


it. 

In the United States Today 

1. Every adult, with certain excep¬ 
tions, has the legal right to vote. 

2. Class barriers are much less likely 
to hinder the individual’s advance¬ 
ment. 

3. The train, automobile, bus, and 
airplane have opened up oppor¬ 
tunities for travel to nearly every¬ 
one. 

4. Education is almost universal. 
Few people today cannot read or 
write. Attempts to eliminate illit¬ 
eracy are constantly being made. 
Opportunities for a higher educa¬ 
tion have never been so great. 

5. People are generally sensitive to 
human suffering. The treatment 
of criminals and juvenile offenders 
is motivated by a desire to reform 
rather than to punish. The crea¬ 
tion of our juvenile courts, the 
setting up of special reform schools 
for minors and women, and the 
employment of trained social 
workers and psychologists in 
courts and prisons are efforts in 
this same direction. 
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Before the Industrial Revolution 

6. The kind of recreation prevalent 
at the time was crude and ap¬ 
pealed to the baser instincts of 
man. Bullbaiting and cockfight¬ 
ing were among the most com¬ 
mon sports. The enjoyment of the 
fine arts was a privilege of only 
a few. 

7. The variety of goods for consump¬ 
tion was limited. 

8. Child labor was a common prac¬ 
tice. Children six years of age 
worked in the mines from 14 to 16 
hours a day. 

9. Sanitary conditions were bad. 
There was almost no provision for 
the elimination of filth and waste. 
When an epidemic, such as the 
Black Death in fourteenth century 
England, struck a country, there 
were few families that were not 
among its victims. 

10. The average life span was about 
30 years. 

11. Freedom of speech and religion 
were either nonexistent or seldom 
practiced. 


In the United States Today 

6. Sportsmanship is the keynote of 
our recreation today. Our various 
types of athletic games constitute 
the finest recreation. The use of 
the fine arts—music, literature, 
drama—for recreation and educa¬ 
tional purposes has not been sur¬ 
passed by any other age. 

7. There is a wide variety of articles 
for consumption. 

8. Child labor is not only frowned 
upon but outlawed. In the United 
States nearly every child attends 
school until he is at least fourteen 
years of age. 

9. Our modern plumbing facilities 
provide for the hygienic elimina¬ 
tion of filth and waste. In addition, 
our progress in the control of dis¬ 
ease has eliminated the epidemics 
of the Middle Ages and has re¬ 
duced the deaths from numerous 
other diseases. 

10. The average life span is about 60 
years. 

11. Freedom of speech and religion is 
guaranteed by law. 


Although the industrial revolution in its initial stages created 
misery and suffering and even today has left us with certain dis¬ 
advantages, in the long run its effects have bettered the lot of 
mankind. Whether we shall finally eliminate all or most of its dis¬ 
advantages depends on the extent to which all of us go about 
meeting our day-to-day obligations as citizens and human beings. 

We can build safeguards against the dangers that arise in an 
industrial civilization. For example, with proper care accidents 
that result from the use of machinery can be decreased. Slums, 
disease, and crime can be vigorously attacked. We have made im¬ 
portant gains against many of our major problems. The speed with 
which greater advances may be expected will be determined 
largely by the public's interest in them. 
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QUESTIONS 

1. What are man’s basic physical wants? 

2. Why do people need to spend less time making a living today 
than they did in primitive times? 

3. What are some of our nonphysical wants? 

4. List the five different stages of human economic progress. 

5. In what ways is man’s economic existence tied up with the 
progress of civilization? 

6. List the outstanding characteristics of the hunting and fishing 
stage of human development. 

7. What is meant by the institution of private property? 

When did it originate? 

8. List the characteristics of the pastoral stage of civilization. 

9. What were the advantages of a settled agricultural life as com¬ 
pared with a nomadic existence? 

10. List the main characteristics of the agricultural stage. 

11. Describe living conditions under the manorial system. 

12. Explain the difference between slavery and serfdom. 

13. llow did division of labor come into practice? 

14. Name the main characteristics of the handicraft system. 

15. Why is the industrial revolution called a revolution? 

16. Explain the difference between evolution and revolution. 

17. In what occupation did the industrial revolution first take place? 
What other phases of life were later affected by it? 

18. Why did the industrial revolution begin in England instead of 
in some other European country? 

19. Describe the working conditions that existed immediately fol¬ 
lowing the industrial revolution. Describe home and family con¬ 
ditions of that time. 
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FOR FURTHER STUDY 

Suggested topics for reports: 

1. The Economic Life of Primitive Man 

2. Primitive Customs and Taboos 

3. Slavery in Ancient Civilizations 

4. European Life under Feudalism 

5. The Domestic System of Production 

6. Industrial Diseases and Accidents 

7. The Value of Leisure Time 

8. Modern Aspects of the Industrial Revolution 

9. Child and Woman Labor in Your Community 
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Chapter 2: BIG BUSINESS AND 
LARGE-SCALE PRODUCTION 


The industrial revolution, as we have seen, was more than a 
change from hand to machine production. In its larger aspects it 
altered man’s entire life and his ways of doing things. Some of 
the most notable changes that it brought were in methods of do¬ 
ing business. Before the industrial revolution the two forms of 
business organization most generally used were the single enter¬ 
prise and the partnership. 

FORMS OF BUSINESS ORGANIZATION 

Single Enterprises and Partnerships. We can define the single 
enterprise by saying that it is a business owned and operated by 
one person. It was probably the first form of business organiza¬ 
tion devised after the institution of priv ate property had been 
accepted by society. 

The partnership grew out of the single enterprise. Early in his¬ 
tory partnerships were probably family affairs. A father upon his 
death may have left a farm or shop to his two sons. Instead of 
dividing it or instead of one buying the share of the other, the two 
brothers may have agreed to operate it jointly, in partnership, and 
to divide the profits. Such partnerships, arising from inheritance, 
have been common throughout the history of business. 

In time voluntary partnerships took place. Perhaps a single in¬ 
dividual did not have enough funds to start a business. He could, 
however, combine his capital with that of one or more other in¬ 
dividuals to do so. Sometimes a partnership was formed not be¬ 
cause a man lacked capital, but because the enterprise required 
a combination of talents or skills that were not possessed by one 
person. For example, there are partnerships in which one person 
is the so-called “inside man” and the other is the “outside man.” 
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Such division of responsibility and duties often represents the 
best use of the talents of the partners. 

Usually neither the single enterprise nor the partnership is re¬ 
quired to secure a government permit or license to operate a busi¬ 
ness. In some cases, however—a barbershop or an apartment 
house, for example—permits or licenses are required by law. 

In the case of a partnership, the parties concerned agree among 
themselves to operate the business as a partnership. Their agree¬ 
ment is often merely an oral understanding. More frequentlv, to 
ensure legal protection against possible fraud bv a partner, a writ¬ 
ten agreement known as the articles of partnership is signed. This 
states, among other things, the conditions under which the part¬ 
nership shall be dissolved, the investment and the duties of each 
partner, and the terms upon which profits are to be divided among 
the various partners. 

We have said that the chief advantage of the partnership over 
the single enterprise lies in the fact that partnership makes pos¬ 
sible the use of larger amounts of capital. It also permits the 
combination of special talents or skills. On the* other hand, the 
single enterprise has advantage over the partnership in that 
the individual owner is “his own boss." Furthermore, the indhid- 
ual owner is protected from possible unfair practices or fraud on 
the part of partners. 

Contrasted with the corporation, as we shall see later in this 
chapter, both the single enterprise and the partnership ha\e the 
disadvantage that the owners are personally liable for all debts 
incurred by their business. Creditors mav sell the owner s per¬ 
sonal belongings, such as his home, furniture, and jeweln, to 
meet any unpaid debt in the case of bankruptcy. For this reason 
a person who is in business for himself or who is a partner will 
frequently transfer any personal or real estate propertv to the 
name of his wife or some other person. 

Another disadvantage of both the single enterprise' and the part¬ 
nership lies in the fact that such businesses usuallv cease to exist 
upon the death of the owner or owners or in case of bankruptcy . 

Corporations. The idea of corporate enterprise had been known 
for a long time before the industrial revolution. The various trad- 
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ing companies, like the British East India Company that existed 
at the time of the colonization of America, embodied the germ of 
the modern corporation. In its present form, however, the corpo¬ 
ration came into existence as a result of the industrial revolution. 

Once the machine proved its superiority over hand labor, the 
factory system displaced the domestic system. Often an individ¬ 
ual or even a small partnership did not have the money required 
to set up factories or to purchase machines costing huge sums. To 
form a partnership of a large number of individuals would have 
been a logical but impractical step. The division of responsibilities 
among a large number of partners might readily endanger the 
whole enterprise. 

The solution was found in the creation of a new type of busi¬ 
ness organization, one that would possess the good characteristics 
of a large partnership, but none of the bad ones. This new organ¬ 
ization was called a corporation. Legallv defined a corporation 
is an association of individuals, called stockholders, that is per¬ 
mitted by law to operate a business under an assumed name and 
to change membership without causing the dissolution or breakup 
of the association. In addition the individual members are not 
held responsible for any debts incurred by the corporation be- 
vond the amount they originally invest. 

IIow Corporations Arc Formed. A group of individuals desiring 
to form a corporation must first secure a charter of incorporation 
from a state gen eminent. Usually they will secure such a charter 
from the state * i which they intend to maintain their home office. 
This is usuulb d.e state in which they do the most business. In 
the past, however, some states have wanted to attract corporations 
in order to benefit bv the taxes levied on their incomes. The laws 
of these states made it easy for corporations to secure charters 
and placed few restrictions on them. It was natural for corpora¬ 
tions to obtain charters in such states regardless of the amount of 
business done there. 

Kinds of Stock. Corporations secure the funds with which to 
operate In the sale of transferable shares of stock. There are two 
kinds of stock: preferred and common. Owners of preferred stock 
usually do not vote for directors but are first to share in any de- 
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AMERICAN TELEPHONE AND TEIECRAPH CO. 


The principal office of the American Telephone and Telegraph Com¬ 
pany. This corporation is owned by more than seven hundred thou¬ 
sand stockholders from all walks of life. 

dared dividend. Owners of common stock usually have a right to 
elect the corporation’s directors and to share proportionally in 
any dividend or profit declared by the board of directors after div¬ 
idends on preferred stock have been paid. Preferred stock usu¬ 
ally yields dividends at a fixed rate while the dividends yielded 
by common stock vary with the ability of the company to earn a 
profit. Both common and preferred stock may be sold or trans¬ 
ferred. 
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Managing the Corporation. The board of directors is elected an¬ 
nually, the owner of each share of common stock being entitled 
to one vote. Certain charters provide for cumulative voting. TJhis 
plan permits a stockholder to cast, for one or several directors, 


STOCKHOLDERS 



Organization plan of a corporation. 
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votes equaling the number of shares he owns multiplied by the 
number of directors. Thus, if there are fifteen directors to be 
elected, a man with 100 shares of stock can cast 1,500 votes for 
one director or 750 votes for each of two directors, and so on. This 
mav make it possible for a minority of stockholders to elect at 
least one or more directors. In practice, however, the voting is 
usually controlled bv the larger stockholders because the majority 
of the small stockholders does not bother to vote. 

Once elected, the board of directors is in full control of the cor¬ 
poration within the terms of the charter. Its powers and duties 
usually consist of the following: 

To declare dividends and determine additional investments. 

To appoint special committees and to elect a president, vice- 
president, secretary, treasurer, and other officers of the cor¬ 
poration. 

To determine the general business policies. 

To call special meetings of the stockholders. 

The management of the corporation is thus direetlv responsible 
to the board of directors and can be remoxed by it at am time 
that it no longer serves the best interests of the firm. 

Corporations and Mass Production. Corporations mav conduct 
various kinds of business. We are concerned here, however, with 
those that engage in the production of goods. The industrial cor¬ 
poration is able to engage in large-scale or mass production. For 
this reason it is frequently able to earn greater profits on capital 
invested than the single enterprise or the partnership. In this re¬ 
spect it is superior to them. 

In order to understand the advantages of mass production over 
the kind of production that existed before the industrial revolu¬ 
tion, and which is still practiced by small businesses, let us first 
see what the term means. Mass production is the creation of 
goods in very large quantities, by the thousands or even bv the 
millions of units. It requires large factories and numerous costlv 
machines. It involves the use of division of labor. One individual 
does not perform all the operations necessary to finish anv article 1 , 
such as a shoe or a car. Instead he operates a machine that per- 
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C.LNFRAL MOTORS COIU\ 


A good example of mass produetion may be seen on an automobile as¬ 
sembly line. 

forms only a small fraction of the whole job. A good example 01 
mass production is an automobile assembly line. 

Obviously, large-scale production could not possibly have come 
about until the creation of the corporation. Only through that 
form of organization is it possible to get together the vast sums of 
money needed for mass production. 

The Advantages of Mass Production. The advantages of this 
tvpe of production are many. Briefly, they are as follows: 

1. Purchase and transportation costs per unit are lower for 
large quantities of goods than for small ones. Mass-produc¬ 
tion businesses are able to take advantage of this saving. 

2. The cost per unit of production is lowered by the use of 
labor-saving machines. 

3. Waste products formerly discarded are used, thus eliminat¬ 
ing unnecessary wastefulness. 

4. Experimentation in new fields is made possible. The emplov- 
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ment of expert research staffs eventually results in improving 
the product, reducing its cost, and developing new products. 
Plastics and lifesaving medicines like the sulfa drugs and 
penicillin are examples of new products developed by re¬ 
search. 

5. The amount of time needed for the training of workers is re¬ 
duced. This is true because the specialization of work result¬ 
ing from the division of labor simplifies the task of each 
worker. 

It is evident that under the corporation and its offspring, large- 
scale production, man's need of food, clothing, shelter, and rec¬ 
reation can be satisfied more easily and more fully than before 
this form of industrial organization was introduced. As a result 
we have today more and more people enjoying comforts of life 
that kings and princes years ago did not dream of. 

If there are people who haven’t yet benefited materially from 
the advantages of large-scale production, the cause may lie not so 
much with the means of producing goods as with the means of 
distributing them among the population. 

THE PROBLEMS OF BIG BUSINESS 

Although we cannot call them disadvantages of big business, 
certain problems have grown out of large-scale production. Solu¬ 
tions are sorely needed for them. The more important of these 
problems may be stated as follows: 

1. Worker and owner are separated and unaware of each 
other’s identity as individuals to the degree that each fre¬ 
quently is unconcerned about the other’s welfare. One is 
interested in high wages, the other in large profits. This 
clash in interests sometimes results in industrial disputes, 
causing losses in wealth, delays in production, and disloca¬ 
tion of related social and economic activities. Sometimes this 
friction between the two groups enters politics and affects 
our government. 

2. The division of labor introduces the factors of fatigue and 
boredom. The individual factory worker becomes a cog in 
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the machine. He can no longer derive the creative satisfac¬ 
tion one obtains from being the sole maker of a given article. 
His work comes to be regarded as an ordeal and as a neces¬ 
sary evil. The nervous strain and the escapes that are sought 
as a result may be responsible, in part, for the social ten¬ 
sions that characterize our age of speed and accidents. 

3. The division of labor increases interdependence among per¬ 
sons, communities, and even nations. The things we need 
and use daily are the prdducts of the labor of more than one 
individual or even of more than one community. Thus, if any 
single group of people or any single community fails in its 
productive function for a significant period of time, we are 
all likely to be affected. Strikes or lockouts among coal min¬ 
ers or streetcar operators, or droughts in farm areas, often 
make us strongly aware of this interdependence. 

4. High-pressure advertising is related to mass production since 
it is frequently used to stimulate the consumption of the 
products of large-scale industry. Advertising is a form of 
propaganda that may be good or bad. The public on the 
whole is not in a position to tell the difference between 
the two kinds. It must also be recognized, however, that the 
ability of a manufacturer to take full advantage of large- 
scale production methods and to sell his product at lower 
prices is often a result of the concerted demand created by 
nationwide advertising. 

COMPETITION AND MONOPOLY 

By monopoly we mean the complete control or ownership of a 
given product or service. This control eliminates competition and 
permits prices to be fixed. Large-scale production in a way re¬ 
quires monopolistic control, otherwise cutthroat competition may 
result. In addition, as will be seen later, the absence of monopoly 
may cause excessive waste, particularly among utilities (see page 
42). 

Although large-scale production gives rise to monopolistic con¬ 
trol over some products and services, it, in itself, does not neces¬ 
sarily constitute monopoly. According to economists, a monopoly 
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The individual factory worker frequently specializes in one particu¬ 
lar operation in the manufacture of an article. 

exists only when the producer of goods or services is able to fix 
the prices charged for them. The so-called “monopoly price” need 
not necessarily be the highest price that can be charged, but it 
usually represents the price at which the producer obtains the 
maximum profit. 

Kinds of Monopoly. Today wc recognize the existence of the 
following kinds of monopoly: 

Personal Monopoly. Personal monopoly exists when an individ¬ 
ual possesses special talents or skills for which he can demand a 
monopolistic price. Famous surgeons, outstanding lawvcrs, and 
unusually gifted artists possess this kind of monopoly. 

Lego/ Monopoly. A legal monopoly is one created by Federal, 
state, or local law. Examples of such monopoly are the operation 
of the United States Post Office bv the Federal government, the 
operation of liquor stores by states, and the operation of water 
supply systems by municipalities. 
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STANDARD OIL CO. ( N.J. ) 


When a municipality supplies its own electric power or water , it is en - 
gpg,ing in legal monopoly. The Postal System of the United States is a 
legal monopoly ereated by Federal law. 

Other types of legal monopoly are those represented by patent 
rights, copyrights, and exclusive franchises. Here also the monop¬ 
olies exist bv legal consent, but they are usually limited to a speci¬ 
fied number of vears. 

Natural Monopoly. Natural monopoly involves the production 
of goods or services that are in large measure furnished by nature. 
Many public utilities fall into this class. 

Capitalistic Monopoly. Capitalistic monopoly results from su¬ 
perior organizations and large outlays of capital. Trusts are ex¬ 
amples of capitalistic monopoly. 

Labor Monopoly. Labor monopoly is relatively new. It repre¬ 
sents the control that some labor unions have over their members. 
The United Mine Workers, the United Automobile Workers, and 
other large labor unions are labor monopolies to the extent that 
they control most of the workers in their particular industries. 

Monopolies at Work. Following the War between the States, 
the United States began to experience one of its frequently re¬ 
peated booms in business. With competition and freedom of en¬ 
terprise as an underlying economic philosophy, rival corporations 
sprang up, engaging in the same or similar businesses. This was 
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particularly evident in railroads, oil and petroleum, and sugar re¬ 
fining. Competition was so keen that it threatened the very exist¬ 
ence of many corporations. In order to remedy the situation cer¬ 
tain devices were adopted at various times by business to limit 
competition and to obtain monopoly over given products or serv¬ 
ices. They include the pool, interlocking directorates, trust, hold¬ 
ing company, and merger, which we shall briefly describe: 

The pool was the simplest form of combination used to curb 
competition. It consisted of several corporations engaged in the 
same business. They secretly agreed not to sell their product or 
service below a certain price and to divide the business among 
themselves. The fixed prices may have varied in different local¬ 
ities because the member corporations often agreed to limit their 
sales to specific areas. 

Interlocking directorates also were created by corporations in 
the effort to do away with competition. When at least some of the 
same men were directors of two or more competing businesses, 
the directorates were said to be interlocking. With the same peo¬ 
ple controlling the policies of different corporations, competition 
could be avoided and prices could be fixed. 

The trust, like the pool, was designed to eliminate competition 
and to establish monopolistic control over products or services. 
The trust was a super-organization which received “in trust” the 
stock of the member corporations in exchange for trust certifi¬ 
cates. At the head of the trust was a board of trustees elected by 
the member corporations. This board assumed control and di¬ 
rected the policies of all the member corporations. The first trust 
was organized in 1879 by John D. Rockefeller, head of the Stand¬ 
ard Oil Company. By 1882 forty oil refining companies, operating 
in three states, were controlled by this trust. 

The holding company, unlike the tmst, is a corporation. It is 
intended, however, to serve the same purpose as the trust—to di¬ 
rect and control the policies of a group of competing corporations. 
It must secure a state charter, which usually permits a wide range 
of activities that include the acquiring of new companies and 
the disposing or selling of old ones. 

On page 36 is a diagram showing how a holding company 
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with a capitalization of 1 million dollars can secure control of 
several corporations whose total capitalization is nearly 2 million 
dollars. The process by which the holding company secures mo¬ 
nopolistic control is known as pyramiding. By means of it hold¬ 
ing companies of smaller corporations are themselves subsidiary 
or member corporations of larger holding companies. Records of 
some utility organizations have shown as many as eighty layers 
of holding companies to a pyramid. Graphically, the pyramiding 
process is illustrated on page 37. 

The merger was used extensively following World War I. At 
that time there was a marked renewal of the trend toward indus¬ 
trial combination on a large scale. While the purpose of these 
consolidations was not necessarily the establishment of monop¬ 
olies, the effect was to secure more nearly monopolistic conditions 
in certain industries. The merger combined a group of corpora¬ 
tions engaged in the same or related industries into one super¬ 
corporation. By this means the business concerned secured ad¬ 
vantages in the form of more capital, more and better markets, 
and more economy in the organization and operation of sales 
agencies. The fact that many parts are interchangeable among 
various kinds of automobiles is one of the results of the develop¬ 
ment of this type of industrial organization. 

Curbing Monopoly. The Constitution of the United States gives 
Congress the power to regulate interstate commerce. Since mo¬ 
nopoly can be interpreted as limiting competition and, therefore, 
limiting interstate trade, Congress has the power to legislate 
against monopolistic practices. The first legislation of this kind, 
however, was enacted by states rather than bv the Federal gov¬ 
ernment. It concerned railroad transportation where unfair prac¬ 
tices, such as secret rebates and pools, had aroused the ire of the 
Western farmers. They appealed to their state governments for 
help. The states responded with laws creating commissions to in¬ 
vestigate the unfair practices and to change rates where neces¬ 
sary. 

The Interstate Commerce Act (1887). These laws, however, 
were declared unconstitutional by the Supreme Court on the 
ground that states had no authority over interstate commerce. 
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The problem then became one for the Federal government. As a 
result in 1887 Congress passed the Interstate Commerce Act, 
establishing a commission to regulate the railroads. See Chapter 
4 for a discussion of this act. 

The Sherman Antitrust Act (1890). With this beginning, the 
stage was set for additional Federal action in the field of monop¬ 
olies. In 1890 Congress passed the Sherman Antitrust Act, which 
declared illegal "every contract, combination in form of trust or 
otherwise, or conspiracy in restraint of trade or commerce.” It 
provided for government prosecution in court of any organization 
discovered conducting its business contrary to the law. 

However, "trust busting” did not begin immediately after the 
passage of the act. The extent of government prosecution of vio¬ 
lators of the antitrust laws depended largely upon the attitude of 
the party and the President in power. 

Not until the administrations of Theodore Roosevelt, William H. 
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A holding company otvns a controlling share of the stock of other cor¬ 
porations. It is, therefore, able to direct their policies and activities. 
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Taft, and Woodrow Wilson did the government begin in earnest 
to break up trusts. Altogether about seventy indictments were 
secured during these administrations. Th6y resulted in the break¬ 
up of several large trusts, among them the Standard Oil Com¬ 
pany, the Northern Securities Company, and the tobacco trust. 

The Clayton Antitrust Act (1914). Under President Wilson the 
fight against monopoly was carried still further with the passage 
of the Clayton Antitrust Act. It made the following practices 
illegal: 

Discriminating in price among purchasers where the effect of 
such discrimination is to lessen competition or to create mo¬ 
nopoly. 

Leasing or selling property or goods under circumstances that 
will result in lessening competition or creating monopoly. 
This refers to the practice of certain corporations that re¬ 
quired purchasers of their products not to buy or handle the 
products of competing corporations. 



The process by which holding companies secure control of other cor¬ 
porations is called pyramiding. 
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Theodore Roosevelt, as President, 
carried on a campaign against 
trusts. This cartoon, which ap¬ 
peared during his administration, 
shows him throwing rocks through 
the window of big business. Ac¬ 
cording to the artist, what was 
Roosevelt’s reason for attacking 

trUStS? BETTMANN 




Acquiring capital stock of other corporations. 

Forming interlocking directorates among competing corpora¬ 
tions. 


The Federal Trade Commission Act (1914). In addition, Con¬ 
gress created the Federal Trade Commission with these pow¬ 
ers and duties: 


To prevent unfair competition in violation of the Clayton Anti¬ 
trust Act by enforcing its provisions. 

To make studies and investigations of industry and commerce, 
both domestic and foreign. Such studies may be started by 
the Commission itself, or at the request of the President or 
Congress. 

To issue indictments against any firm, individual, partnership, 
or corporation violating fair trade practices. 

To hold and conduct hearings and, upon their conclusion, to 
order guilty firms to cease illegal trade practices. 

The National Industrial Recovery Act and the Agricultural Ad¬ 
justment Act (1933). Until the depression of the 1930’s, “trust 
busting” continued in varying degrees of intensity. But so long as 
the country as a whole was prosperous, few people paid much 
attention to monopoly or competition. Then in 1929 came the de¬ 
pression, the slump in prices, bankruptcies, and unemployment. 
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One of the suggested ways of getting the country back on its 
feet required an about-face in policy. Price fixing, made illegal by 
earlier laws, now seemed desirable in some cases. Following the 
leadership of the newly elected President, Franklin D. Roosevelt, 
Congress passed the Agricultural Adjustment Act (AAA) and the 
National Industrial Recovery Act (NIRA). The AAA attempted to 



WE DO OUR PART 

The codes of fair competition under the 
NIRA were supervised by the National Re¬ 
covery Administration (NRA). Businesses 
participating in the codes displayed NRA’s 
emblem, the “Blue Eagle.” 

raise the prices of farm products by getting farmers to agree to 
limit their production according to quotas set up by the Depart¬ 
ment of Agriculture. The NIRA was designed to stabilize produc¬ 
tion, prices, and working conditions by having industries produc¬ 
ing the same or similar products or services get together and set 
up “codes of fair competition.” In the eyes of some people, these 
laws were subtle attempts to legalize monopoly. Shortly after¬ 
ward both of them were declared unconstitutional. 

The two laws, however, are important because they represent 
attempts at economic planning. In 1938 a new AAA was passed. 
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It eliminated the unconstitutional features of the first AAA but 
retained most of the essential provisions. The NIRA was not re¬ 
enacted, but some of its features were later embodied in other 
bills, such as the Wagner Labor Relations Act and the Fair Labor 
Standards Act, known more commonly as the Wage-Hour Act. 
Still later, as a war measure to check inflation, price fixing by the 
Office of Price Adminstration (OPA) was made legal. 

Cartels. Up to this point, we have considered monopolies that 
are limited to the control of prices within the borders of this 
country. The cartel , or international trust, is an attempt at mo¬ 
nopoly beyond the boundaries of a country. Cartels result when 
companies of the same or different nations combine into one or¬ 
ganization, form price agreements, or agree not to compete for 
business in the same territory. 

In Europe cartel arrangements are either approved or spon¬ 
sored bv governments. In this country cartels, like other forms of 
monopoly, are frowned upon and prosecuted. Between 1939 and 
1944 the Department of Justice filed more than forty suits against 
American companies accused of taking part in cartels. In the opin¬ 
ion of the Department of Justice, these companies were violating 
the antitrust laws of this countrv. Two of them, one American 
and the other British, were charged with dividing the world into 
regions so that one would not compete with the other, making 
price agreements, and exchanging information about new proc¬ 
esses of manufacture and new 7 patents for purposes of monopoly. 
It was further believ ed that before World War II, I. G. Farben, a 
big German chemical eompanv, was a member of this cartel. 

Some of the domestic effects of cartels in the past were made 
public by the Department of Justice in committee hearings before 
the Senate Military Affairs Committee in the spring of 1944. The 
report described the following examples of price fixing: 

1. Before a certain American company joined an international 
cartel, it sold tungsten carbide, used to harden steel, at $50 
a pound. The cost of manufacturing it was $8 a pound. After 
it joined a cartel arrangement w r ith a German manufacturer, 
who agreed not to sell his products in this country, the 
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American firm raised the price of tungsten carbide to $453 
a pound. 

2. A chemical that was used in the manufacture of air¬ 
planes was also used for making dental plates. After joining 
an international cartel, some chemical companies in this 
country put out two packages of this product. They charged 
85 cents a pound for it when used by airplane companies and 
$45 a pound when used by dentists. When the dentists dis¬ 
covered that there was no difference in the contents of the 
two packages, they began buying the one designated for 
airplane use. To prevent this, the chemical companies put a 
little arsenic in the airplane product. This didn’t affect its 
utility for the airplane but prevented its use bv dentists, who 
were again forced to pay $45 a pound. 

Some people think that cartels, by eliminating competition, 
help to promote world peace. Others believe that the exact oppo¬ 
site is the case. Those who believe that cartels inav be harmful 
to American security point out the shortage of synthetic rubber 
in this countrv when we entered World War II. The shortage 
was partly the result, they sav, of cartel arrangements that were 
made before the war between some American and German com¬ 
panies. Our shortage of magnesium, a v aluable substitute for alu¬ 
minum, is cited as a similar example. 

The strongest argument in favor of cartelization of American 
companies is that, without such monopolistic control, American- 
made products will not be able to compete effectively with Eu¬ 
ropean-made products controlled by cartels. As in the case of the 
other tvpes of monopolies that are v ital to the well-being of the 
nation, it has been suggested that cartels be either operated or 
regulated by the government. 

These government-regulated monopolies would be created bv 
international trade agreements for the purpose of stabilizing 
trade. The agreement in 1942 among the United States, Australia, 
Canada, and Argentina to prevent a drop in wheat prices at the 
end of the war is an example of such an arrangement. Each coun¬ 
try promised to limit its sale of wheat abroad to a fixed percent- 
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age of the entire world trade in wheat. Similar international 
agreements were made concerning the foreign sale of coffee, oil, 
and other products. 

It remains to be seen whether monopolies controlled by gov¬ 
ernments will replace privately owned cartels. The present tend¬ 
ency in Europe is toward the government-controlled kind. 

PUBLIC UTILITIES 

Among the numerous types of modem industry, some are more 
vital to our day-to-day life than others. Some are so necessary to 
the well-being of society that their failure to operate continuously 
would have serious effects upon normal community life. We call 
these essential industries public utilities. Electricity, gas, trans¬ 
portation, telephone and telegraph, and water supply are ex¬ 
amples of the products and services they supply. 

The number of public utilities has grown so steadily that it is 
difficult to tell which ones are the most vital to our everyday life. 
Some of us would regard as public utilities all industries that sat¬ 
isfy our material needs. Among these are the producers of food, 
clothing, and shelter. This would leave out all those businesses 
which are concerned primarily with man’s recreational needs, 
such as the movies, radio, and commercialized sports. Are they, 
too, public utilities? It is difficult to know where to draw the line 
between those businesses which are public utilities and those 
which are not. 

In many cases the operation of a public utility, such as those 
supplying telephone and telegraph service, streetcars, water, and 
gas, requires the use of public property. To secure permission for 
the use of this property, the company must obtain a franchise from 
the local government. This is a lease allowing the company to use 
the property for a specified number of years. A rental may or 
may not be charged. In the past, scandals involving the granting 
of long-term leases at ridiculously small rents were common. 
Some kinds of public utilities must secure permission to operate 
from the Federal government. This is the case in radio communi¬ 
cation and air transportation. 

Public utilities are not necessarily monopolies, but they usually 
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are. As such, they are legal since competition would in many 
cases be highly wasteful. The duplication in equipment alone, as 
in the case of competing streetcar, telephone, or water supply 
companies, would run into millions of dollars. A good many util¬ 
ities do compete among themselves, however, but there is usu¬ 
ally some difference in the nature of the service they offer, as in 
the case of railroad and bus transportation. 

Public utilities may be either publicly or privately owned. A 
publicly owned utility is the Tennessee Valley Authority. The Bell 
Telephone Company is privately owned. Legislation concerning 
public utilities has been adopted by both Federal and state gov¬ 
ernments. Commissions are generally set up to regulate the util¬ 
ities. Among the more important Federal commissions are the 
following: 

The Federal Communications Commission (FCC), which su¬ 
pervises the activities of the telephone, telegraph, and radio 
industries. 

The Interstate Commerce Commission (ICC), which regulates 
railroad and bus transportation. 

The Maritime Commission, which supervises the merchant 
marine. 

The Civil Aeronautics Authority (CAA), which regulates air 
travel. 

Originally, the primary function of the utility commissions was 
to ensure fair rates for the services rendered. More recently, their 
work has been expanded to protect both competitors and the pub¬ 
lic against undesirable practices often not related to rates. This is 
especially true, as we have said, in the field of air transportation 
and the radio. 

REGULATING CORPORATION FINANCES 

The Sale of Securities. Another phase of big business that has 
received public attention and is under regulation bv the govern¬ 
ment has to do with the method by which corporations finance 
themselves. As we have seen, to launch a new corporation re¬ 
quires large sums of money. This money is usually secured by the 
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NEW YORK CURB EXCHANGE 

Stock exchanges provide the means btj which individual investors may 
purchase securities issued by corporations and thereby , become part 
owners of businesses, hi re turn for their inicstments. investors share 
in the profits of business. 

sale of securities (stocks and bonds) to imestors. For any of a 
variety of reasons, the imestor in such securities may later wish 
to sell them. Consequently, the sale and purchase of securities bv 
investors goes on steadily. These sales are transacted through 
stock exchanges . 

A stock exchange, then, is a market place in which securities 
are bought and sold. It renders a sen ice to corporations In en¬ 
abling them to sell securities in exchange for capital with which 
to operate. It renders a service to the investor by enabling him to 
invest his capital in securities from which he will, if his invest¬ 
ment is sound, receive income from the money he has invested. 

The major stock exchanges in this country are the New York 
Stock Exchange and the New York Curb Exchange. The former 
is an association of 1,375 brokers and financiers. At present one 
can secure a membership in it only by buying a members seat. 
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The purchaser must be acceptable to the governing body of the 
Exchange. Although the official value of each membership or seat 
is $20,000, the actual cost is usually much higher—a seat once 
having been sold for $625,000. In addition, each member must 
pay $1,000 annual dues. The president, treasurer, and forty mem¬ 
bers of the Exchange make up the Board of Governors, which is 
the ruling body of the organization. Ten nonmembers act as an 
advisory committee to the Board. There are numerous other com¬ 
mittees in charge of the various activities of the Exchange. 

Brokers who have seats on the Exchange conduct daily sales of 
securities on the floor of the Stock Exchange. Official reporters 
record all transactions on the floor. These are forwarded to a cen¬ 
tral station from which they then are sent out on a ticker system. 

Through the exchange of securities, excess monev (money that 
people 1 ordinarily would not spend for dav-to-dav consumption 
needs) is channeled into worth-while and desirable business en¬ 
terprises instead of lying idle. 

The Securities Acts of 1933 and 1934. Formerly, the sale of se¬ 
curities in new corporations was often accompanied by high- 
pressure advertising. Sometimes such adv ertising was used to sell 
stock that was watered or fraudulent in other respects. 1 As a re¬ 
sult of the last depression, which left thousands of victims of the 
sale of unsound securities. Congress passed the Securities Acts of 
1933 and 1934. These acts provide that, with certain exceptions, 
before am large corporation can advertise for sale or sell securi¬ 
ties, it must register those securities with the Securities and Ex¬ 
change Commission, giving full information by which the Com¬ 
mission can judge the soundness of the stock. In this way the 
purchaser is protected. 

Speculation. Not all people who buy securities wish to regard 
them as long-term investments from which the owner derives in¬ 
come. Some purchasers, instead, wish to buy stocks and bonds at 
unusual risk in the hope that the securities can be sold quickly and 
at a large profit. This activity is called speculation. Needless to 
say, whenever someone makes a quick profit, someone else usu- 

1 Watered stock has a nominal value that is far above its actual value 
based on capitalization. 
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ally suffers a quick loss. According to some estimates, one-fourth 
to one-third of the savings of the American people go into secur¬ 
ity markets with much of the money being used for speculation. 

In the case of the sale of a new issue of stock, either of a newly 
organized corporation or of an existing corporation, the company 
or agent hired for that purpose, called a promoter, usually issues 
a prospectus. This is a descriptive booklet designed to put across 
the new stock. Those handling the sales of the securities to the 
public are known as brokerage houses or investment banks. They 
are known also as underwriters. Their business is to buy or sell 
entire issues at a nominal or fixed profit. In the past some broker¬ 
age houses were often more interested in large commissions and 
big profits for themselves than in the security and protection of 
the buying public. 

Margin. Since only members may do business in stock ex¬ 
changes, the private purchaser of securities usually deals with a 
broker. The customer may buy stock either outright or on margin. 
In case of an outright purchase, the buyer pays the full price and 
receives possession of the securities. In case of purchase on mar¬ 
gin, the buyer pays only a part of the total price of the shares he 
purchases while the broker advances the balance. The purchaser 
thus goes into debt for a part of the cost of the stocks. The broker 
keeps the stocks in his possession for security. 

If the market value of the securities drops considerably, the 
broker may ask the buyer to pay more money. If the buyer is un¬ 
able or refuses to do so, the broker can sell the securities, get his 
money out of the sale, and turn over the difference, if any, to the 
buyer. If the market value drops so low that the stocks must be 
sold for less than the purchase price, the buyer may incur a heavy 
loss. 

In 1934 Congress passed the Securities Exchange Act to regu¬ 
late the various activities of stock exchanges. The act provided 
that when purchasing stock on margin the buyer must pay at least 
55 per cent of its value. For some months after World War II, 
buying stock on any kind of margin was prohibited. Then in Jan¬ 
uary, 1947, the rules were relaxed to permit the buyer to main¬ 
tain a margin of 75 per cent. 


46 SOCIETY AT WORK 



Restrictions upon the exchange of securities reduce activity on 
the market. On the other hand, a lack of necessary restrictions or 
the lax enforcement of restrictions is fraught with peril not only 
for the individual investor but also for our entire economy. 

QUESTIONS 

1. Tell how you would go about forming a partnership. 

2. What were some of the factors responsible for the development 
of the corporation as a form of business organization? 

3. Give the legal definition of a corporation. 

4. What advantages does the corporation have over the partnership 
or single enterprise? 

5. Why do some states have easier laws of incorporation than 
others? 

6. How do common and preferred stocks differ? 

7. Distinguish between stocks and bonds. 

8. Explain cumulative voting. 

9. What are the powers of the board of directors of a corporation? 

10. Describe the advantages of large-scale production. 

11. Discuss two social problems arising out of large-scale produc¬ 
tion. 

12. What is meant by monopoly price? Give an illustration. 

13. Distinguish between the various kinds of monopoly. 

14. Why are some monopolies necessary? 

15. Is unregulated monopoly desirable? Discuss. 

16. Explain the government’s present attitude toward monopolies. 

17. Describe the monopolistic devices that have been used in this 
country. 

18. What is meant by the pyramiding process? Draw a diagram to 
illustrate it. 
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19. Read the clauses of the Constitution upon which the Federal 
government bases its authority to regulate business. 

20. What are the powers and duties of the Federal Trade Commis¬ 
sion? 

21. What is a public utility? List the industries that would fall into 
this classification. 

22. Name the main Federal utility commissions in existence today. 

23. What is a franchise? 

24. Define underwriter, prospectus, watered stock. 

25. What does buying on margin mean? What are its advantages 
and dangers? 

FOR FURTHER STUDY 

A. Suggested topics for reports: 

1. History of the Development of the U.S. Steel Corporation, Gen¬ 
eral Motors Corporation, or American Telephone and Telegraph 
Company 

2. The Tennessee Valley Authority 

3. The Operation of the United States Post Office 

4. Lobbying and Its Effects upon Our Social, Political, and Eco¬ 
nomic Life 

5. High-pressure Advertising 

B. Other activities: 

1. Prepare a biographical sketch of any of the following men, show¬ 
ing their influence on the development of our modern industrial 
system: John D. Rockefeller, Thomas A. Edison, Henry Ford, 
Theodore Roosevelt, Alexander Graham Bell, J. P. Morgan, 
Charles M. Schwab, Andrew Carnegie. 
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Chapter 3 : OUR MONETARY 
AND BANKING SYSTEMS 


Although money and banks were in existence long before the 
coming of our industrial system, they are now inseparable parts 
of it. We cannot think of mass production, streamlined railroads, 
stock exchanges, government and taxes, inflation and deflation, 
investments and profits, or many other things that make up our 
present-day industrial system, without also thinking of money and 
banks. Our economic system, as we shall see, could not operate 
without them. 

MONEY 

The First Use of Money. We know that early peoples carried 
on trade by means of barter. Barter is the direct exchange of one 
commodity for another—oxen for grain, grain for sheep, sheep for 
skins, skins for weapons, and so on. As long as each family pro¬ 
duced almost everything it consumed, there was little need for 
trade. Barter was a satisfactory means of conducting the trade 
that did take place. As the division of labor came into use the 
need for trade increased, however, and barter began to show defi¬ 
nite weaknesses. For example, a trader usually had difficulty in 
finding someone who was willing to make the desired exchanges. 
Furthermore, it was difficult to determine the exact relative value 
of the articles to be exchanged. If a man wanted to trade oxen 
for sheep, he first had to find someone with sheep who wanted to 
make the trade. The two then had to agree as to how many sheep 
would be traded for an ox. 

For reasons some of which are unknown to 11 s, certain articles 
(they varied among different peoples) came to be more desirable 
than others. In time they began to be used as measures of value 
for all other commodities and as mediums of exchange or money. 
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BEITMANN 


The American Indians carried on trade hy barter when they ex¬ 
changed furs and tobacco for cloth and other articles that traders 
brought from Europe. 

The first article to be used in this way was not gold or silver, but 
the shell of a pretty little mollusk found in the shallow waters of 
the Indian Ocean. For ages this lowly shell, known as cowrie, was 
“the most widely circulated rival of the metal disc.” 1 It can boast 
that 

more people have used it than have clinked the metal discs in all their 
varieties. It has served a greater number of human beings as a medium 
of exchange than any other money devised by man. 1 

Until the discovery of metals and for many years afterward 
numerous other articles were used as money. The best known 
were oxen, sheep, and rock salt in the Mediterranean lands and 
beads known as wampum, furs, and tobacco in the New World. 

1 Du Puy, W. A., “The Gcogiaphv ot Money.” The National Geographic 
Magazine , pp. 745-768, December, 1927. 
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CIIVSL NWIONAL I* \NK 


At different times in various parts of the world , money has taken 
many forms. In the sixteenth century the Aztec Indians of Mexico 
used metallic coins of this shape. 

Why Gold Came to Be Used as Money. No matter which mate¬ 
rial was used as money, it had one particular characteristic: it 
was desired bv nearlv evervone for its own value. Each article so 

✓ * j 

used was capable of satisfying some essential human want. Cattle 
had food value. Wampum and shells had ornamental value. To¬ 
bacco and furs satisfied other wants. No commodity came to be 
used as money until it came to be recognized as highly desirable 
to nearly all people. Then it became even more desirable for its 
exchange value than for its own value as a commodity. 

Eventually gold, silver, and copper began to surpass all other 
articles as mediums of exchange. This happened, in part, because 
these metals had more varied and lasting usefulness as ornaments. 
Gold possessed usefulness to a greater degree than the other 
metals. In addition it possessed the best combination of the other 
desirable characteristics of money: 

The value of gold remains relatively stable. It undergoes little 
change in value because the supply does not change greatly. This 
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CHASE NATION \L B \NK 

An early copper coin used in Sweden. Notice the official stamps that 
certified the value of the coin. 

fact is not true of other commodities, such as cows, potatoes, salt, 
or iron, that may vary considerably in \ alue from time to time as 
the supply changes. 

Gold is relatively indestructible. It does not rust like iron nor 
readily tarnish like silver or copper. There are substances such as 
platinum or diamonds that have similar or better durability, but 
they possess few of the other desirable characteristics of money. 

Gold is easily recognized by experts. Counterfeiting is, there¬ 
fore, made difficult. 

Gold coins can be easily stamped. This characteristic was more 
important years ago before paper money and checks came into 
general use. 

Gold can be divided into small parts without loss of value. Here 
again is a characteristic that other metals possess, and, as we 
know, other metals are used for the purpose of making coins of 
small denominations. 

Gold is uniform in quality. The importance of this mav be seen 
when gold is compared with other articles once used as money, 
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such as cattle and tobacco. When a gold coin is cut in half, each 
half is of equal value. This is not necessarily true of an ox or a 
sheep. 

Gold can be easily carried from place to place. Because of its 
high value, very little gold was required in ordinary day-to-day 
business exchanges. In this respect it has a distinct advantage over 
cattle, salt, and other bulky, heavy commodities that have been 
used as money. 

Gold, copper, and silver were all used as money in Egypt as 
early as 4,000 years ago. Until the middle nineteenth century sil¬ 
ver was the chief money metal in Europe. Gold was too scarce for 
use in ordinary day-to-day transactions. It eventually largely dis¬ 
placed silver, however, as a result of gold rushes in California, 
Australia, South Africa, and Alaska. The development of the cya¬ 
nide process of extracting gold from ore also increased the supply 
of the yellow metal. When it became available in sufficient quan¬ 
tity, gold was made the standard money of many governments. 

The Gold Standard. A country is on the gold standard when: 

1. The standard money unit is based on a specified weight of 
gold. In this country the money unit is the dollar, which has 
weighed, since 1934, 13.71 grains of pure gold. 2 In England 
the standard unit of money is the pound. In France it is the 
franc, in Germany it is the mark. The Russians call their unit 
of money the ruble. Each of these units represents a fixed 
amount of gold. 

2. All other forms of money (paper bills and coins of metal 
other than gold) are valued in terms of the gold dollar and 
must be maintained on parity with gold. This means that 
the holder of paper dollars or coins not made of gold can ex¬ 
change them for their equivalent value in gold. 

3. Real estate, manufactured products, agricultural products, 
movable stock, and all other forms of wealth are valued in 
terms of the standard unit of money. 

2 Before 1934 the gold dollar contained 23.22 grains of pure gold. The 
revaluation of the gold dollar by presidential proclamation in that year in¬ 
creased the United States Treasury’s gold stock, in value or price, by about 
$2,800,000,000. 
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4. All commercial transactions arc based on the standard unit 
of money. 

The Gold Standard in the United States. In 1934 Congress 
passed the Gold Reserve Act, ordering the recall from circulation 
of all gold coin and gold certificates. The gold thus obtained by 
the government was turned into bullion and stored away to serve 
as the basis of our currency. It was no longer legal to use gold 
coin for domestic trade, nor was it possible to redeem paper bills 
or silver coins in gold. The gold standard in the United States, 
then, has been modified to the extent that while our dollar has the 
value of a specified amount of gold it cannot be redeemed in 
gold. The gold dollar is still the standard by which we measure 
all other commodities and services. It remains the standard of 
monetary value in this country. 

The Money We Use. To most of us cash in any form is money. 
Nevertheless, a number of distinct kinds of money circulate in the 
United States. The metallic money that we use consists of specie 
and token money. Our paper currency is divided into the kinds 
that we call representative money and credit money. 

Specie consists of coins with a face value that is equivalent to 
the actual value of the metal they contain. The gold coins that 
were in use in the United States before the Gold Reserve Act of 
1934 were specie. A five-dollar gold coin contained five dollars’ 
worth of gold. 

Token money consists of coins containing metal that is worth 
but a fraction of their face value. Our fifty-cent piece, quarter, 
dime, nickel, and penny are token coins. They are used primarily 
for small transactions and the making of change. Large quanti¬ 
ties of them need to be kept in circulation. If a token coin were 
to contain metal equal to its face value, it would be worth more 
as metal than as a coin at times when the market price of the 
metal was high. At such a time the coin probably could be melted 
down for the metal it contained and disappear from circulation. 
To prevent this, token coins are purposely made to contain metal 
worth considerably less than their face value. 

Since by law all United States coins are legal tender —they must 
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A gold minor at work. What characteristics has gold that make it de¬ 
sirable for use as money ? 

be accepted at their face value in the payment of a debt—no one 
loses by the fact that the metal value of a token coin is less than 
its coin value. 

We use two kinds of paper money in this country, representa¬ 
tive money and credit money. Because paper money is more con¬ 
venient to use, the United States Treasury has adopted the prac¬ 
tice of storing metal, in the form of either coins or bars. In place 
of the metal it issues certificates (paper currency) each worth a 
certain amount of metal. For example, the one-dollar silver certif¬ 
icate that we call a dollar bill bears the statement: “This certifies 
that there is on deposit in the Treasury of the United States of 
America one dollar in silver payable to the bearer on demand.” 
The paper is used to represent the metal, hence its name, repre¬ 
sentative money. 

But there is not sufficient gold, silver, or representative money 
available to provide American business and the American people 
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with all the money needed. By far the greater part of our cur¬ 
rency is based upon credit—on belief in the ability to pay if pay¬ 
ment is demanded—rather than upon supplies of gold or silyer. 
Paper money based upon these promises to pay is called credit 
money. The various kinds of credit money are always known as 
notes —United States notes (greenbacks), national bank notes, 
Federal Reserve Bank notes, and Federal Reserve notes. 

United States notes were first issued during the War between 
the States. Their purchasing power gradually declined until the 
government adopted the policy of maintaining a gold reserve 
great enough to redeem them. The value of this reserve equals 
approximately a third of the face value of the notes, an amount 
greater than would be needed under ordinary circumstances. 

Another form of credit money that came into existence during 
that war was the national bank note. Under the terms of the Na¬ 
tional Banking Act, banks could be chartered by the national 
government provided they invested a certain portion of their 
capital in United States government bonds. These bonds were 
then deposited with the United States Treasury as security, or 
backing, for notes that the bank might issue up to 90 per cent of 
their face value. Thus they were promises of the issuing bank to 
pay, secured bv promises of the government to redeem the bonds 
by which they were backed. 

With the creation of the Federal Reserve Banking System in 
1913, national bank notes were gradually replaced by Federal Re¬ 
serve Bank notes similarly backed by go\ eminent bonds. These, 
too, are now almost entirely withdrawn from circulation. 

The most important type of credit money now in circulation is 
the Federal Reserve note—backed in part by the Federal Reserve 
System’s supply of gold and lawful money and in part by commer¬ 
cial paper, government bonds, and other securities. The fact that 
thev are backed in part by commercial paper makes their supply 
elastic—it can be increased or decreased as business conditions 
warrant. Practically, it is controlled by the rediscount rate 
charged by the Federal Reserve Bank. A high rate discourages 
the conversion of such paper into notes, and a low rate encour¬ 
ages it. 
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Hundreds of employees in the mints of the United States mint the 
dimes, quarters, and other coins that ive use in our business trans¬ 
actions. 

Bimetallism and Gresham’s Law. The supremacy of gold over 
silver as the chief money metal is of recent origin. Gold’s victory 
over silver wasn’t an easy one, and the battle isn’t altogether over 
even now. All of China, for example, is still on the silver standard. 
There are many people who feel that the world would be better 
off if silver and gold were the bases of our country’s and the 
world’s money. If this were the case, we would operate on what 
is known as a bimetallic or double metal standard. 

Gold and silver, under such a system, would be exchangeable 
for each other at a fixed rate. When such was the case in this and 
in other countries, it was found that Gresham’s law operated. This 
is a way of saying that the cheaper and more plentiful metal, 
which was silver, in time drove from circulation the more costly 
and less plentiful metal, gold. Under bimetallism people hoard 
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the more expensive metal and use the cheaper one. According to 
many historians, the panic of 1893 was largely a result of the 
country’s adoption of a bimetallic policy under the Sherman Sil¬ 
ver Purchase Act of 1890 (see Chapter 7). The demand upon 
the United States Treasury to redeem silver with gold was so 
great that the government was unable to maintain an adequate 
reserve of the yellow metal. When the panic of 1893 followed, 
Congress repealed the Sherman Act. Some economists maintain, 
however, that Gresham’s law would fail to operate if all countries 
were to adopt bimetallism. 

The most serious difficulty of a bimetallic system is the virtual 
impossibility of maintaining a fixed ratio of value between the 
two metals. The value of each is affected by demand and supply. 
Any condition that changes the demand for one metal or its sup¬ 
ply without similarly affecting the other changes their actual rela¬ 
tive market value. Opening up new gold mines, for example, 
would tend to make silver more valuable. Finding new uses for 
the white metal and thereby increasing the demand for it would 
also increase its market value. Opening up new silver mines or 
discarding former commercial uses of silver would tend to make 
gold more valuable. 

Money Helps Nations to Trade. We have seen how money aids 
in domestic trade, the commerce that is carried on within a coun¬ 
try. Money also makes it easier for nations to do business with 
each other. International trade, however, is much more complex 
than domestic trade since it involves the use of foreign exchange. 
In all countries commodities and services are valued in terms of 
their own standard units of money. Thus in England, goods are 
priced in terms of shillings or pounds; in France, in terms of 
francs; in Russia, in terms of rubles. To make it possible for the 
people of one country to buy from people of another, it is neces¬ 
sary to evaluate each nation’s unit of money in terms of the units 
of money used in other countries. We have to know how many 
dollars equal in value an English pound, how many francs equal 
an American dollar, and so on. 

The ratio that exists at any time between the currencies of dif¬ 
ferent countries is known as the rate of exchange. In 1935 the rate 
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of exchange between the franc and the American dollar was $6.59. 
This meant that 100 francs were worth $6.59 in American money; 
a franc was worth about 6'A cents, and $1 was worth slightly more 
than 15 francs. The rate of exchange between two or more coun¬ 
tries does not remain the same. Any factor affecting the financial 
stability of a country will cause the relative value of its unit of 
money to change. 

Situations that have affected the rate of exchange between 
countries have been wars, revolutions, variation in the amounts of 
goods entering a country ( imports ) or in the amounts of goods 
leaving a country (exports), and changes in the gold content of 
units of money. 

Tourists traveling in foreign countries give us an example of 
how foreign exchange simplifies international trade. Americans 
visiting France, for example, cannot purchase any article or pay 
for any service with United States dollars. They must pay with 
francs. It is necessary, therefore, for them to go to a bank dealing 
in foreign exchange, and trade their dollars for francs. French¬ 
men wishing to make purchases in the United States would ex¬ 
change francs for dollars. Banks dealing in foreign exchange are 
located in nearly all important cities of the world. 

In international trade the rate of exchange plaxs an even more 
important role. Upon it depends the very ability of nations to buy 
from or sell to each other. An illustration of this relationship be¬ 
tween the rate of exchange and international trade occurred in 
the postwar years 1946-1947. Having been impoverished bv the 
war, England borrowed $3,750,000,000 from the United States. 
The money was spent by England in a shorter time than had been 
anticipated. This happened because nations that sold goods to 
England insisted on being paid for them in American dollars in¬ 
stead of English pounds sterling. They preferred dollars because 
the rate of exchange of the pound was constantly falling in rela¬ 
tion to the American dollar. 

Had it been possible to fix the rate of exchange in some way, 
England would not have been forced to spend her American dol¬ 
lars so quickly and would have been able to buy more goods from 
the United States. 
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The maintenance of fixed rates of exchange between the cur¬ 
rencies of the various countries is important to international 
trade. International trade, in turn, is an important factor in main¬ 
taining good will among nations. The stabilization of the curren¬ 
cies of all countries of the world, with the view of ensuring peace 
after the conclusion of World War II, was, for example, one of the 
major reasons for the United Nations monetary conference held 
at Bretton Woods, New Hampshire, in the summer of 1944. 

Money and Credit. In modem society most commercial trans¬ 
actions are made without the use either of coined money or paper 
money. Instead, various forms of credit are used. When a person 
opens a charge account at a department store, he can purchase 
anything he wants without making a payment in money at the 
time of the purchase. lie is merely charged with the amount of 
his purchases. Later he receives a bill requesting payment. Even 
then, he does not have to use money. He mav write a check for 
the amount of the bill and send it to the store. The store gives the 
check to its bank and is credited with the amount of monev speci¬ 
fied on the check. Every day millions of dollars’ worth of business 
is transacted in this wav without the use of a single dollar in 
coin or paper money. 

There Are Various Forms of Credit. The most common and 
most widely used form of credit is the ordinary check. Between 
85 and 90 per cent of all business transactions in this country are 
carried on bv means of it. A check is a written order by a deposi¬ 
tor authorizing his bank to pay a specified sum to a third party. 
The money is paid from the depositor's funds. The chief advan¬ 
tages of the check are that it saves time and eliminates the danger 
and inconvenience of handling or transporting large sums of 
money. 

The promissory note is a form of credit used when a person 
borrows money. It is a written promise by the borrower that he 
will repay to the lender at some future date the money borrowed. 
Often the note is interest bearing. If so, in addition to returning 
the sum borrowed, the borrower must pay a specified rate of in¬ 
terest for its use. The note may be secured or unsecured. To sav 
that it is secured means that the borrower has given to the lender 
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A bank check is a form of credit. Nearly 90 per cent of the funds that 
change hands daily are transferred by checks. 

certain possessions, such as bonds, stocks, or other forms of prop¬ 
erty to hold until the loan is repaid. In certain cases the borrower 
may be required to have the note endorsed by one or more per¬ 
sons who can be held liable for payment of the loan if the bor¬ 
rower fails to make payment on the date specified. 

A mortgage on real estate is a promissory note secured by the 
real estate. 

The charge account is a form of credit commonly used in both 
retail and wholesale transactions. The person or firm having a 
charge or open account can make purchases at any time and pay 
for them when presented with a request for payment at a future 
date. Most charge accounts extend credit for thirty days. 
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A promissory note is a borrowers written promise that he will repay a 
sum of money that he has borrowed. 


The trade acceptance note is used mostly in wholesale trans¬ 
actions. It is a form of credit specifying that the buyer of mer¬ 
chandise agrees to pay to the seller a given sum of money at a 
particular time. The note is usually signed by the purchaser who 
also writes the word accepted on it, signifying that the merchan¬ 
dise has been received and accepted. 

A draft or bill of exchange is a written order to a bank to pay 
the bearer or holder of the bill of exchange a specified sum of 
money at some designated date. The bank deducts the amount of 
the draft or bill of exchange from the deposits of the person who 
signed it. 

BANKS 

How Banks Originated. The modem institution of banking with 
all its complex branches had a simple beginning. During the 
Middle Ages it was common for people to entrust gold, silver, 
jewelrv, or other valuables to the goldsmiths in the community 
for safekeeping. In time the goldsmiths saw that regardless of the 
amount of withdrawals they always had on hand a stock of gold. 
Instead of letting it lie idle, they began to lend it to others at in¬ 
terest. Out of this practice developed modern banking. The basic 
principle is still the same: build up a stock of money from the de¬ 
posits of some people and lend part of it at interest to others. 

Banks Are of Different Kinds. The function of savings banks is 
to receive the savings of depositors and to invest them in long- 
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A ft/// of exchange is a written instruction to a hank to pay a specified 
sum of money to the holder of the hill The hank deducts the amount 
paid from the bank account of the maker of the hill of exchange. 

term securities, such as bonds and mortgages. The rate of interest 
paid to the depositor is usually small because the rate of interest 
received from such investments is not large. Most savings banks 
require the depositor to give several weeks' notice before 1 he can 
withdraw his money. 

Savings banks have always been considered a benefit to the 
communitv. Not only do they encourage thrift, but they make 
possible the accumulation of large sums of money that can be 
utilized for important community enterprises. 

There are two types of savings banks: stock and mutual. The 
stock bank issues securities like any other corporation and works 
for a profit. It pavs its depositors a specified amount of interest 
yearly. The mutual bank is usually owned by an association of 
individuals, each of whom is a depositor. Depositors receive their 
interest in the form of dixidends, the amount of which depends 
upon the earnings of the bank. 

Commercial hanks are organized to provide working capital in 
the form of loans to business establishments. They may lie char¬ 
tered by the Federal government or by states. The modern com¬ 
mercial bank has assumed many other functions, such as main¬ 
taining savings and checking accounts, safety vaults, and trust 
departments. 

The chief service originally performed by trust companies was 
to hold real estate, money, or other wealth in trust for the benefit 
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of others. These companies are chartered by state governments. 
In addition to acting as trustees, they act as executors of estates, 
guardians of minors, and transfer agents for stock, bonds, and 
other securities. Some trust companies carry on other banking 
activities. 

Investment banks engage mainly in the promotion of the sale 
of stocks and bonds. They do not have savings, deposit, or trust 
departments. They act as middlemen between business establish¬ 
ments and the investing public. Few large business enterprises 
are undertaken without the assistance of investment banks. In 
recent years these banks have come under greater supervision of 
the Federal government. 

Building and loan associations are financial institutions in 
which people deposit their savings in order to provide sources of 
loans for home building and home buying. 

Loans made by such associations are secured bv real estate 
mortgages and generally allow a relatively long period of time 
for repayment in small installments. Consequently, building and 
loan associations need more advance notice of a depositor s inten¬ 
tion to withdraw his funds than is required bv a savings bank. 
They usually pay a higher rate of interest, however, than the sav¬ 
ings bank. 

The First United States Bank. Our banking system has under¬ 
gone a series of changes since the founding of the nation. We 
shall trace its history briefly in the following pages. 

After the adoption of the Constitution, Congress established 
the First United States Bank (1791). Its creation was largelv the 
result of the work of Alexander Hamilton, Secretary of the Treas¬ 
ure in Washington’s administration. Although the bank was suc¬ 
cessful in the purposes for which it was created—to aid the gov¬ 
ernment to become financially stable and to provide a uniform 
national currency—its charter was allowed to lapse in 1811. Manv 
people at that time feared this national bank which operated un¬ 
der a charter from the Federal government. It would, they said, 
not only give too much power to the new government, but it 
would also interfere with the currency system of state bank notes 
that were in circulation. 
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Alexander Hamilton, the first Secretary of the Treasury of the United 
States, established the foundation of our banking and monetary sys¬ 
tem by the creation of the First United States Bank. Why was the 
bank abolished? 

The Second United States Bank. Following the expiration of the 
charter of the First United States Bank, numerous state banks 
came into existence. By 1816 their number had increased from 
88 to 246. Many of them were none too reliable. As a result, finan¬ 
cial conditions became much confused. In response to public 
opinion, Congxess chartered the Second United States Bank for a 
period of 20 years. Although this bank also proved successful in 
its operations, its charter was not renewed in 1836 largely because 
of the opposition of President Jackson. He accused the bank of 
being an undemocratic institution and of playing politics. Subse¬ 
quent investigations proved that it did engage in politics hostile 
to Jackson and that some members of Congress had received fi¬ 
nancial benefits from the bank. Its dissolution during Jackson’s 
second term as President probably contributed materially to the 
conditions that led to the panic of 1837. 
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The Banking Act of 1863. Between 1836 and 1863 there was no 
national bank. State banks again multiplied. Regulation was in¬ 
adequate. Each bank issued its own notes, which served as cur¬ 
rency although not all of them were sound. Counterfeiting was 
easy and was carried on extensively. At one time there were 5,400 
varieties of counterfeit money in circulation. 

In order to remove these unsatisfactory conditions, Congress 
passed the National Banking Act of 1863. The act created a sys¬ 
tem of national banks chartered by the Federal government. 
Each member bank was required to invest part of its capital in 
government bonds but was permitted to issue national bank notes 
up to 90 per cent of the value of the government bonds it owned. 
The notes were to serve as part of the national currency. At about 
the same time, Congress placed a 10 per cent tax on all state bank 
notes, causing their removal from circulation. This action not only 
brought uniformity to our currency, but helped to finance the 
War between the States through the sale of government bonds to 
the new banks. 

The creation of a system of national banks improved financial 
conditions in the nation, but additional improvements were 
needed. One of the most serious weaknesses was due to the tend¬ 
ency in times of business recession for banks to withdraw their re¬ 
serves from one another. Such action helped to quicken bank fail¬ 
ures, which in turn caused panics or business depressions. 

The Federal Reserve System. In 1913 Congress passed an act 
setting up the Federal Reserve System. Its chief purpose was to 
provide elasticity of currency (to make possible the automatic in¬ 
crease or decrease of the amount of money in circulation). It was 
intended, also, to bring about greater cooperation among the 
banks of the nation and to secure a better distribution of banking 
reserves. 

The activities of the Federal Reserve System are directed by a 
Board of Governors. This body of seven members is appointed by 
the President with the consent of the Senate. It supervises the 
issuance of Federal Reserve notes, determines the reserve require¬ 
ments of member banks, has the power to suspend banks, and sets 
rediscount rates. 
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By the Federal Reserve Act the nation is divided into twelve 
Federal Reserve Districts strategically located to serve the bank¬ 
ing needs of the country. In each district a Federal Reserve Bank 
is established. It is under the control of a board of nine members 
—six appointed by the member banks of the district and three by 
the Board of Governors. National banks are required to become 
members of the Federal Reserve System, and other commercial 
banks may become members. A member bank must purchase 
Federal Reserve Bank stock equal to 6 per cent of its capital and 
surplus and meet several other requirements. 

One of the major functions of banks today is to maintain a sup¬ 
ply of currency and credit sufficient to meet the changing de¬ 
mands of business. The Federal Reserve System was designed to 
meet this requirement by rediscount . The rediscount system en¬ 
ables any member bank to obtain, at a small interest charge, addi¬ 
tional currency in the form of Federal Reserve notes. Member 
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banks obtain this currency by turning in to the Federal district 
bank securities (notes or bonds, for example) received from in¬ 
dividuals and business establishments to whom loans have been 
made. When business conditions make desirable an increase in 
currency and credit, the member banks can take their commer¬ 
cial paper or securities to the district bank and exchange them 
for Federal Reserve notes. When conditions require a decrease in 
the volume of currency or a check on credit, the member bank 
can return the money borrowed on its commercial paper, call in 
its loans, or refuse to make additional loans. It was thought that 
this elasticity of the currency would help to eliminate financial 
depressions. 

The Banking Act of 1933. Things do not always work out as 
man plans them. One of the greatest banking crises in our history 
occurred in 1933. Hundreds of banks closed their doors and mil¬ 
lions of people lost their life savings. To save other banks from 
shutting their doors permanently, President Franklin D. Roose¬ 
velt proclaimed a bank “holiday" on March 4, 1933, temporarily 
closing all banks. 

In order to safeguard the country against repeated crises and 
to reduce the number of bank failures. Congress passed the Bank¬ 
ing Act of 1933. This act curbed the speculative activities of 
banks that were thought to be in part responsible for the financial 
crisis. Commercial banks were required to limit their business to 
commercial banking—receiving deposits, acting as trustees, and 
making short-term loans. They were forbidden to engage in in¬ 
vestment banking. 

As a further safeguard to depositors. Congress created the Fed¬ 
eral Deposit Insurance Corporation which insured individual 
bank deposits up to $5,000. 

Banks and the Future. If the study of history proves anything 
at all, it proves that nothing is final. No human plan and no social 
institution can remain unchanged for long. As living conditions 
change, the institutions that are part of them must also change. 
That will be true of money and banks. What the future holds for 
banks and money will depend, therefore, on the changing needs 
of the people and the changing methods of doing business. 
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As now constituted, our monetary and banking systems render 
us an inestimable service by providing us with a medium of ex¬ 
change and a standard with which conveniently to express value 
and by making savings possible. They will need to continue to per¬ 
form these functions for us. Judging from the history of our bank- 
ing system, however, it will continue to be scrutinized for weak¬ 
ness and changed when necessary. This is as it should be since 
banking is so vital to our national welfare. 

QUESTIONS 

1. Why is money considered by some people to be a cause of 
human suffering? 

2. What is the chief function of money? 

3. What method of exchange of commodities was used before 
money came into existence? 

4. Mention some of the difficulties or weaknesses of trade by barter. 

5. List some of the various commodities that were used as money 
in the past. 

6. Explain briefly how gold came to be used as money. 

7. Explain the working of Gresham’s law. 

8. What is legal tender? 

9. Name the units of money used in the United States, France, 
England, Russia. 

10. What is the present gold content of the dollar? Who has the 
authority to determine this content? When was the content of 
gold in the dollar last changed? 

11. Describe the conditions that may bring about inflation. 

12. Explain why money is not required for all business transactions. 

13. What is a mortgage? 

14. Explain the functions of each kind of bank. 

15. Distinguish between long-term and short-term securities. 

16. What is a bank charter? Who may grant it? 

17. Explain the difference between stock and mutual savings banks. 
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18. Why did the First United States Bank come into existence? 
Who was chiefly responsible for its creation? 

19. Why did Congress create the Second United States Bank? ' 
Why was its charter not renewed in 1836? 

20. What were the purposes of the Banking Act of 1863? Name the 
chief provisions of the act. 

21. Explain the weakness of the system of national banks created 
in 1863. 

22. What is an elastic currency? 

23. Describe the organization of the Federal Reserve System. 
What are the powers of its Board of Governors? 

24. What is meant by rediscount? How does the Federal Reserve 
System bring about the expansion and contraction of currency? 

FOR FURTHER STUDY 

A. Suggested topics for reports: 

1. The Importance of Foreign Exchange in International Relations 

2. Barter as a Method of Trade 

3. The Monetary History of the United States 

4. Alexander Hamilton and the First National Bank 

5. Andrew Jackson and the Second National Bank 

6. Financing the War between the States 

7. Bimetallism 

8. Inflation—Causes and Remedies 

9. The Importance of Credit in Our Present Economic Order 

10. The Federal Reserve System 

11. The Panic of 1837 

12. The Panic of 1893 

B. Other activities: 

1. Prepare a scrapbook dealing with the subject of money and banks. 

2. Visit a local bank and write a report on vour observations. 
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Chapter 4 : TRANSPORTATION IN 
OUR INDUSTRIAL AGE 


Transportation has always been important in man’s daily life, but 
at no time in the history of civilization has it been so vital to hu¬ 
man existence as it is today. The advances in the means of trans¬ 
portation since primitive times reveal the development of civil¬ 
ization. 

The first transportation was performed by man himself or by 
some domestic animal like the ox, the buffalo, or the reindeer. 
Early men had little need for extensive travel. The nomads trav¬ 
eled by foot or on the backs of animals. Later people lived, as we 
have seen, in small villages and seldom traveled far from them. 

In time man invented the wheel and the cart to help him carry 
his heavier possessions. He also learned to construct boats. As 
civilization advanced and as human needs became more varied, 
the methods of transportation also underwent change until today 
we have electric and steam locomotives, automobiles, steam¬ 
boats, and airplanes. 

There were few social problems that concerned transportation 
in the days when it was less vital to man's everyday existence 
than it is today. Now that transportation has become almost nec- 
essarv to human existence, however, the way in which the agents 
and means of transportation are controlled and utilized" has a di¬ 
rect effect on the life of every individual. We have merely to 
think of the daily mass movements of people, equipment, food, 
and supplies of all kinds to realize that this is true. 

HIE RAILROADS 

In spite of the increasing competition of truck, bus, automobile, 
pipe line, and airplane, the railroad continues to be an indispen¬ 
sable arm of our transportation system. This was clearlv seen in the 
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The development of skill in the building and navigation of boats gave 
men greatly increased freedom of movement. 

way the nation was crippled during a brief strike of railroad 
workers in 1946. Yet, from the beginning railroads have created 
continuous problems of one kind or another. 

The Early Days of the Iron Horse. The first railroad constructed 
in this country was the Baltimore and Ohio. It was built in 1830, 
5 years after the railroads were first introduced in England. At 
that time the chief avenues of transportation in the United States 
were the Atlantic Ocean, rivers, lakes, colonial roads, turnpikes, 
and canals. The movement of men and goods was slow, difficult, 
and sometimes dangerous. Yet, people were suspicious of the rail¬ 
road and hostile to it, sometimes to the point of being ridiculous. 
Farmers opposed the laying of tracks through their properties be¬ 
cause they thought that the noise, smoke, and fire from the loco¬ 
motive would frighten the farm animals so that chickens would 
not lay eggs and cows would refuse to give milk. 

In spite of the tendency of human beings to cling to past cus¬ 
toms and practices, the railroad soon proved its superiority over 
the then existing means of transportation. In a relatively short 
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Railroads were first used in England Shortly after, the first passenger 
train, tditch is shown above, was in opeiation in the United States. A 
new era in American life had begun. 

time all the important cities on the Eastern seaboard were linked 
to one another by tracks. The fact that there were more east-west 
lines in the North than there were in the South was one of the 
factors that contributed to the outcome of the War between the 
States. 

Even that wai didn’t seriously halt railway expansion. By 1869 
the Union Pacific and Central Pacific were completed to form our 
first transcontinental railroad. Other roads, such as the Atchison, 
Topeka, and Santa Fe, Southern Pacific, and Northern Pacific, fol¬ 
lowed to link the West with the South and the Northwest. 

A New Era. By 1890 our country was almost completely unified 
by bands of steel. This expansion was not due to individual and 
private enterprise alone. Private capital, in most cases, hesitated 
to undertake alone the risk of building new and long lines. The 
government, in order to encourage and to assist in the expansion 
of railroad transportation, provided financial and other kinds of 
aid. In the case of the Union Pacific, for instance, Congress 
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granted to the owners the right of way for the entire distance of 
the railroad; all the wood, stone, and earth required in the laying 
of tracks; and twenty sections of land, ten on each side of the 
tracks, for even’ mile of road constructed. In addition the govern¬ 
ment extended to the owners credit of from $16,000 to $48,000 
per mile of railway. Other roads received similar assistance. 

The effect upon the country’s development was soon notice¬ 
able. The mills and factories of the East increased in number and 
output. In the West crops increased, land values soared, and parts 
of the country that had been uninhabited and barren became 
sprinkled with farms and villages. Villages grew into towns, 
towns into cities, and cities into great industrial centers. The rail¬ 
road was making possible the rapid development of the West. It 
was stimulating the industrial development of the East which, in 
turn, became a market for the raw products of the South and 
West. It was drawing people and communities closer together 
and strengthening their sense of national unity. A new era in 
American life was on the way. 

The Government and the Railroads. Along with the advantages 
they brought, the railroads created economic and social difficul¬ 
ties. At the beginning of the period of railroad construction and 
for almost a half-century afterward, there was no government 
regulation or control of railroad practices. Government subsidies 
(financial grants), other help gi\en to the railway companies, and 
huge profits began to interest speculators in building railroads. 
As a result there occurred a boom in railway construction that 
ended in the panic of 1873. When the building of competing lines 
brought cutthroat competition, the natural step followed—mo¬ 
nopoly. 

Rate wars gave way to pools, to bribery of public officials, to 
interlocking directorates, to discrimination in rates among local¬ 
ities and among persons, and to secret rebates. The first to feel 
the pinch of these unfair practices were the farmers. One ob¬ 
server presented the farmer’s plight in a cartoon that pictured 
him as a large cow covering the map of the United States. The 
animal fed on the rich grass of the West while being milked by 
the railroad owners and financiers of the East. 
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Even before the railroads had become a problem to them, the 
western farmers had begun to form social and cultural associa¬ 
tions. These societies together took the name Patrons of Hus¬ 
bandry, each local unit being commonly known as a Grange. By 
1875 there were 30,000 such groups, representing every state in 
the Union. When the farmers commenced to believe that the rail¬ 
roads were treating them unfairly by charging excessive rates and 
engaging in other objectionable practices, the Grange put politi¬ 
cal pressure on the legislatures of some midwestem states to pass 
laws to curb the conduct of the railroads. 

Some of the states responded to this pressure by adopting what 
were then known as the Granger laws. Among other things the 
legislation limited freight and warehouse rates. In 1886 in the case 
of the Wabash Railroad v. the State of Illinois, the Supreme 
Court ruled that a state had no power to regulate commerce be¬ 
yond its own borders. Since no railroad of any importance limited 
its services to one state, the Granger laws became ineffective. The 
problem of regulating the railroads was thus thrown into the lap 
of the Federal government. 

The Interstate Commerce Commission (1887). The following 
year Congress passed the Interstate Commerce Act, which made 
it illegal for railroads to: 

Grant special rates and rebates. 

Discriminate in rates among persons, places, and commodities. 

Charge more for a short haul than for a long haul over the same 
line and in the same direction. 

Form pools. 

In addition, the law provided that schedules and rates were to 
be made public. The law established an Interstate Commerce 
Commission (ICC) of five members to be appointed by the Presi¬ 
dent with Senate approval. The Commission was given power to 
receive complaints, carry on investigations, and require annual re¬ 
ports from railroads. 

With the exception of the Sherman Antitrust Act (see page 
36), which concerned railroads as well as other corporations, no 
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further action was taken by the government until the administra¬ 
tion of Theodore Roosevelt. Under his policy of “trust busting,” 
suit was instituted against the Northern Securities Company, a 
holding company organized by James J. Hill and J. P. Morgan to 
control the stock of the Great Northern, the Northern Pacific, and 
the Chicago, Burlington, and Quincy. This consolidation would 
have had the effect of monopolizing railroad transportation in the 
Northwest. The Supreme Court upheld the decision of a lower 
court and ordered the holding company to dissolve. 

The Hepburn Act (1906). Two years later Congress passed the 
Hepburn Act, which placed transportation agencies more com¬ 
pletely under government agencies. The most important provi¬ 
sions of this act are the following: 

Extended the authority of the Interstate Commerce Commis¬ 
sion to express, sleeping-car, pipe-line, and terminal com¬ 
panies. 

Forbade railroads to give free passes except to employees. 

Required advance notice of all changes in railway schedules 
and rates. 

Required railroads to use uniform methods of bookkeeping and 
to supply the Interstate Commerce Commission with infor¬ 
mation concerning receipts and expenditures. 

Granted the Commission authority to alter unreasonable or un¬ 
fair rates. 

The Railroads Have Problems. Before World War I the main 
problem raised by railroad transportation concerned curbing 
monopolistic control and unfair practices. With that war, how¬ 
ever, the railroads entered into a new era in their history. Rising 
costs and new competition from trucks, buses, and automobiles 
made it difficult for them to remain financially stable. Immedi¬ 
ately following the entry of the United States into World War I, 
it became evident that the railroads were unequal to the task of 
providing the services created by the war needs. 

The Adamson Act (1916) had authorized the President to take 
over the railroads and operate them in case he should consider it 
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necessary for military purposes. Accordingly, in 1917 President 
Wilson ordered the government to operate the roads, which were 
then employing over 2 million men and were capitalized at over 
17 billion dollars. The owners were to receive a yearly rental 
based on their average earnings for the years between 1914 and 
1917. Under government operation all railway competition was 
abolished, ticket offices were merged, unnecessary lines were dis¬ 
continued, and the public was urged to stay at home. In addition 
the government authorized the expenditure of millions of dollars 
for improved service, equipment, and higher wages for railroad 
employees. 

With the end of the war, the question of what to do with the 
railroads was of immediate concern to the country. The owners 
wanted the roads returned but with some governmental control 
to continue. Labor for the most part wanted a continuation of 
government ownership. By the Transportation Act of 1920 Con¬ 
gress returned the railroads to private ownership. 

A board representing railroad management, railroad labor, and 
the public was formed to deal with labor disputes. The new law 
contained a provision of great importance to the railroads—one 
that recognized their new problems: A fund of 300 million dollars 
was established from which the government would make loans to 
roads needing financial assistance. 

In spite of almost continuous government assistance, the rail¬ 
roads have continued in the role of poor relatives. They seem al¬ 
ways to be needing financial help from the government. Some 
roads began to institute changes in order to meet the competition 
of the automobile and the airplane. They electrified, streamlined, 
and air-conditioned their trains and even, in some cases, en¬ 
tered actively into competing fields of transportation, such as 
motor transportation. But the railroad industry as a whole did not 
keep pace with new trends. In addition to the financial and or¬ 
ganizational difficulties, labor problems also contributed toward 
the generally weak position of the railroads. 

In the minds of some people, the only solution seemed to be 
government ownership of the railroads. Those observers who fa¬ 
vored government ownership hoped that it would enable the rail- 
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The “iron horse” has taken on a streamlined appearance as railroads 
have unproved in speed and comfort in the face of severe competition. 

roads to provide transportation at cost and minimize the likeli¬ 
hood of labor troubles in railroading. They pointed out that the 
government was pioviding subsidies and lending money to the 
railroads without appreciable Jesuits. II this were to be a perma¬ 
nent condition, they argued, government ownership might ulti¬ 
mately become necessary. 

Opponents of government ownership predicted that it would 
involve our transportation system in red tape and bureaucracy 
and result in less efficient operation. They added that it would 
open the way for graft and bribery and would make a political 
football of one of our key industries. The sentiment of the great 
majority of people favored private ownership of the roads with 
careful supervision by the government. 

During World War II the railroads performed a remarkably 
better job than during the first war. In 1943, however, they were 
again operated by the government to avert a threatened strike. 
The roads were operated by the War Department. The govern- 
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The development of the automobile brought about the construction 
of a nation-u'ide tveb of highways. 

merit indicated that the roads would he operated as before and 
called in leading railroad e\ecuti\es as well as two labor repre¬ 
sentatives for consultation and assistance. After 3 weeks the strike 
was settled and the roads were returned to their pri\ ate owners. 
The incident strongly emphasized the national danger that could 
arise from the failure of the railroads to function properly. 

TRANSPORTATION BY MOTOR 

The railroads, as we have seen, played an important part in 
westward expansion, in dev eloping the countrv economically, and 
in unifving it socially and politically. With the opening of the 
twentieth century, however, new means of transportation ap¬ 
peared—the automobile, bus, and truck. 

Private autos enabled many people to supply their own trans¬ 
portation, especially for short distances. Buses competed with 
trains for passengers. The truck also proved to be a dangerous 
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competitor of rail transportation. It had the advantage of lower 
freight costs for short hauls. It could offer faster service for small 
shipments that were going short distances. Packing and crating 
costs were less, and a truck could provide door-to-door pickup 
and delivery. In a relatively brief time motor transportation took 
over a substantial part of the work formerly done by the loco¬ 
motive. 

One of the main accomplishments of motor transportation has 
been the linking of smaller communities to each other and to 
larger centers. Areas that were more or less isolated from the 
world because the railroads could not serve them have had their 
isolation broken down by the private automobile, the bus, and the 
truck. The economic value of land hitherto unused because of its 
distance from markets has been increased. The opportunity for 
education, which was once denied to many by transportation dif¬ 
ficulties, has been brought to increased numbers by the automo¬ 
bile and bus. Many more people are able to take advantage of 
recreational travel. 

The Dark Side of the Picture. It seems, as we analyze life about 
us, that almost every advantage brings with it new disadvantages. 
Almost every discovery designed to better human life brings 
drawbacks with it—temporarily at least. With the industrial revo¬ 
lution came slums and industrial strife. Dynamite, originally de¬ 
veloped to make easier some of man’s difficult tasks, has been 
used also to bring death and destruction. So it is with the auto¬ 
mobile, the bus, and the truck. They were designed and planned 
to improve man’s lot on earth and have done so admirably well. 
Yet they have also brought with them certain disadvantages and 
problems. 

Because of the greater freedom of movement that it provides, 
the automobile has led men, women, and young people more and 
more to seek recreation and amusement away from home. High¬ 
way construction, traffic control, and parking facilities present 
enormous problems. More than a million persons were injured in 
motor vehicle accidents in the United States in 1947. 

Control of Motor Transportation. Regulation by Federal, state, 
and local government has been applied to motor transportation 
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Giant trucks carry freight from coast to coast. 


just as it has been applied to other phases of human activity that 
affect the whole social organization. This regulation generally 
concerns rates, service, and safety. In 1935 Congress passed the 
Motor Carrier Act, which extended the authority of the Interstate 
Commerce Commission to the regulation of interstate motor bus 
and motor truck transportation. 

WATER TRANSPORTATION 

Water transportation has played an important part in the devel¬ 
opment of the United States. In colonial times the Atlantic Ocean 
served as a highway on which settlers were brought to this coun¬ 
try. Later it was used for carrying goods and passengers between 
the coastal cities of Boston, New York, and Philadelphia. Rivers 
and lakes, besides serving as the initial avenues of commerce, 
were also used for exploration and further penetration into the 
country. 

After the invention of the steamboat, both lakes and rivers 
served as the main highways for the transportation of raw mate- 
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By connecting rivers to lakes and lakes to oceans , canals have helped 
to reduce the cost of transpoitation. 


rials, manufactured goods, and passengers. Even today, the traffic 
carried over our inland waterways amounts to million;. of dol¬ 
lars a year. Canals also have played and still play an important 
role in our economic life. By connecting rivers to lakes and lakes 
to oceans, they have helped to reduce the cost of transportation. 
They have also made possible an easier flow of population west¬ 
ward and stimulated trade between the Middle West and the 
Atlantic seaboard. 

One of the most important waterway projects now being con¬ 
sidered would make it possible for ocean steamers to reach the in¬ 
terior of the continent by way of the St. Lawrence River and the 
Great Lakes. 

Today, inland water transportation is relatively less important 
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than either railroad or motor transportation. Its chief advantages 
lie in providing at lower cost the transportation of heavy freight, 
such as lumber, coal, and iron ore. 

The Importance of Transportation on the Ocean. Ocean trans¬ 
portation is still indispensable although the use of transoceanic 
cargo planes is increasing rapidly. Its importance can be seen in 
the fact that the attempt to secure control or monopoly of the 
world’s sea trade has, at some time, been a major aim of every 
large nation, including the United States. 

The main purpose of the Navigation Acts of Colonial days was 
to enable Great Britain to increase the importance of her mer¬ 
chant marine. Since American shipping was under the British 
flag, it was aided by these laws which prevented foreign ships 
from participating in trade within Britain’s empire. One of the 
main reasons for England’s development of a large and powerful 
navy was to protect her oceanic trade routes. 

The government of the United States, like that of other coun¬ 
tries, has consistently attempted to encourage the development of 
its own merchant marine. Since the beginning of our national his¬ 
tory, shipping between American ports has been restricted to 
American vessels. One of the reasons we went to war in 1812 was 
to protest against England’s interference with our sea-borne 
trade. Our historic policy of freedom of the seas, which also was 
partly responsible for our entry into World War I, was based upon 
our desire to encourage American shipping interests. Further evi¬ 
dences of government support of our merchant marine are to be 
found in the granting to shipping companies of subsidies and con¬ 
tracts for carrying mail. 

While circumstances created by both of the recent world wars 
had the effect of greatly increasing the demand for American 
shipping, there seems little reason to hope that we shall be able 
to maintain the relative importance of our merchant marine in 
years to come. The La Follette Seamen’s Act (1915) has safe¬ 
guarded the American seaman from undesirable working condi¬ 
tions. At the same time it has had the effect of making it increas¬ 
ingly difficult for American shippers to compete with those of 
other countries in the world’s carrying trade. 
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From sailing ships to luxurious ocean liners , marine transportation 
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The future peace of the world is in no small measure tied up 
with the control of transportation by sea. 

It has been suggested that the ability of foreign countries to se¬ 
cure American dollars to use for purchasing the products of 
American industries depends in part upon the extent to which 
they are permitted to carry some of our foreign trade for us. 

The United States Maritime Commission. In 1920, Congress 
passed the Merchant Marine Act, which provided for low-rate- 
interest loans as well as outright subsidies to private shipping and 
shipbuilding industries. In 1936, to further strengthen the mer¬ 
chant marine, Congress created the Maritime Commission. Its 
functions are to: 

Foster the development of a merchant marine sufficient to carry 
domestic and foreign commerce and capable of serving as a 
naval and military auxiliary in time of war. 

Investigate discriminatory practices pertaining to rates. 

Requisition vessels in time of emergency. 

Regulate employment and working conditions of American 
seamen. 

Train marine personnel and cadets (training stations have been 
established in New York, Connecticut, Massachusetts, Flor¬ 
ida, and California). 

Administer Federal grants for the support of state marine 
schools, which are situated in California, Pennsylvania, Mas¬ 
sachusetts, and New York. 

Assist in the financing and the building of new vessels. 


PIPE-LINE TRANSPORTATION 

The pipe line, which developed with the growth of the petro¬ 
leum industry, is a relatively new method of transportation. It is 
used, primarily, to convey gasoline and natural gas. During World 
War II the need for such transportation was especially great be¬ 
cause of the limited supply of oil tankers and the submarine 
threat early in the war. Although the construction of pipe lines 
has increased and will probably continue to do so, their impor- 
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Constructing a huge underground pipe line to be used to carry gaso¬ 
line and natural gas from oil fields to points of use or shipment 

tance is limited It is not expected that thev will offer serious 
competition to the other means of transportation. 

TRANSPORTATION BY AIR 

Few people, except perhaps those who were regarded as vision¬ 
aries and dreamers, could foresee the vast possibilities of the aii- 
plane when the Wright brothers made their first flight at Kittv 
Hawk, North Carolina, in 1903. Even today the actual accom¬ 
plishments of the airplane are to most of us almost unbelievable 
and miraculous. Possibilities for its future development seem al¬ 
most unlimited. 

World War I offered the first real test of the airplane. It rapidly 
came into its own following that war, and soon took its place as 
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an important means of regularly scheduled transportation. In this 
country the Forestry Service used it to spot forest fires; the De¬ 
partment of Agriculture used it to spray pest-infected trees and 
crops; the Coast Guard adopted it for patrol purposes and for 
surveying and mapping; and meteorologists employed it in mak¬ 
ing weather reports. 

In its rapid development the airplane has made possible many 
exciting adventures, varying from rescuing people in flooded areas 
and snowdrifts to feeding birds in Arctic regions, discovering 
ancient cities, and exploring the North and South Poles. One of 
the biggest thrills provided by air transportation, as well as one of 
its greatest achievements, was the first nonstop transatlantic flight 
in 1927 by Charles A. Lindbergh. 

It was during World War II that the greatest advances in the 
development of air transportation were made. The tides of war 
shifted to the side able to win and maintain aerial supremacy. 
The Luftwaffe was an important factor in the early German vic¬ 
tories; and the final surrender of Japan was secured by dropping 
atomic bombs from the air over two Japanese cities. Jet-propelled 
planes capable of attaining speeds greater than 600 miles per hour 
were developed. Stratosphere flights became commonplace, and 
nonstop flights halfway round the world were made in 1947. 

Civilian Air Transportation and National Welfare. The public 
sets the same requirements for our civilian air transportation that 
it has set for our land transport systems. We demand efficient op¬ 
eration, adequate low-cost service and the use of all improve¬ 
ments in safety, comfort, and speed that science can make pos¬ 
sible. 

The attainment of these aims raises certain serious problems. 
One of them deals with the question of ownership and control of 
air transport. Competing air lines within this country have been 
privately owned while operating under government regulation. If 
there were no competition with air lines of other countries, the 
existence of competition within our own country would be a 
healthy condition and in line with our historical attitude toward 
monopolies. But in the future our air lines will need to compete 
with foreign planes for the world’s trade. Since that is true, it is 
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The Wright brothers made their first successful flight in this plane. 
Their feat was another step in the slow but astounding history of the 
improvement of transportation methods. 

the opinion of some experts that domestic competition should be 
eliminated in favor of a unified system. 

The chief arguments against a unified domestic system, a sys¬ 
tem controlled and operated by one corporation, are our natural 
and historical dislike for monopoly and our belief that competi¬ 
tion secures better service and lower prices. 

The principal arguments for a unified system run somewhat as 
follows: There is no need for domestic competition to encourage 
the improvement of equipment and service since international 
competition will serve the same purpose. Most other countries 
have and probably will continue to have unified systems. Ameri¬ 
can air lines would be able to compete more effectively with for¬ 
eign air lines if they were freed from competition at home. A 
strong, single, large corporation would have greater prestige and 
power in dealing with foreign competition than a number of 
smaller corporations. 

Soon after the end of World War II the Civil Aeronautics 
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A far cry from the primitive plane of the Wright brothers is this 
modern giant of the airioays. 

Board announced that it was opposed to a merging of air lines. 
This was evident in its decision to give United Air Lines a portion 
of the transpacific air routes (United States mainland to Hawaii) 
over which Pan American Airways formerly had exclusive control. 

Whether this policy will continue may depend a great deal on 
factors we have alieadv mentioned: competition from air lines of 
other countiies, efficiency of service rendered, and the public’s 
attitude toward monopoly. 

The Government and the Air Lines. We come to the considera¬ 
tion of another problem. To what extent should the government 
be concerned with air transportation? The arguments for private 
ownership as opposed to government ownership are in the main 
similar to those given for and against government ownership and 
operation of the railroads and other large-scale public utilities. 
There is, however, one exception: the operation of air lines in¬ 
volves questions of international relations to a degree not present 
in the cases of the other utilities. On similar issues in the past, the 
people as a whole have favored private ownership. Public opin- 
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ion, as has been pointed out previously, has also been against 
monopolies. We have ordinarily employed the middle course of 
private ownership with public regulation. 

The most desirable extent of government regulation will prob¬ 
ably be determined in large measure by the practices of air lines 
and their relation to the country’s needs, nationally and inter¬ 
nationally. Air transportation is so closely related to our national 
welfare both at home and abroad that it requires great public 
attention. 

The Civil Aeronautics Board. Fortunately, in the case of air 
transportation, the United States has not had to undergo the same 
harmful experiences it underwent with the railroads. The country 
profited by these early experiences with the regulation of trans¬ 
portation agencies and acted accordingly. 

In 1926 Congress passed the Air Commerce Act creating, within 
the Department of Commerce, the Bureau of Air Commerce. The 
Bureau was assigned the task of promoting the development of 
civil aeronautics. Later, Congress broadened the government’s 
regulation of air transportation by passing the Civil Aeronautics 
Act, which provided for the Civil Aeronautics Board and an Ad¬ 
ministrator. The duties of the Board are: 

To encourage the development of civil aeronautics and air com¬ 
merce. 

To encourage the establishment of civil airways, landing areas, 
and other facilities. 

To make provisions for the control and protection of air traffic. 

To prescribe safety standards, rules, and regulations. 

To regulate traffic and rates for passengers and freight. 

Airplanes and National Security. During the course of World 
War II, considerable ill-feeling was aroused in both the United 
States and Britain regarding the future of the air lines. Eng¬ 
land was fearful that the United States would have a monop¬ 
oly in transport and cargo planes since we were building these 
planes in greater number for war use. On the other hand, some 
people in this country were thinking that we would be “left out 
in the cold” when it came to foreign airfields. 
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UNITED AIR LINES 

The record of rapid transportation in the United States. 


The problems of the future control of oil and rubber supplies 
probably will be closely linked to air transportation. 

According to international law, each nation controls the air¬ 
space above its territorial boundaries. Thus, foreign planes must 
secure permission from a government before flying over its terri¬ 
tory. In the past such arrangements were made between friendly 
powers. In our country they may be made by the Civil Aeronau¬ 
tics Board with the approval of the President of the United States. 

Whether this practice should be continued or modified is of im¬ 
mediate concern. “Freedom of the air” is the expression used by 
advocates who would internationalize the world's airspace and 
airports. It is used in the same sense as “freedom of the seas.” 
Those who favor it feel that it would promote world trade and 
world peace. Those who are opposed do not object to freedom of 
the air above the high seas but believe that the right to fly 
through a country’s airspace and to use its airports, like the right 
to enter and use ports and internal waterways, should be deter¬ 
mined bv individual treaties. They base their contention on the 
ground that freedom of the air involves the following privileges 
in addition to that of flying over another nation's territory: 

Landing in foreign airports for refueling and for servicing. 

Taking on and discharging passengers and cargo. 

Carrying local traffic within a foreign country. 
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Those who determine policies dealing with national welfare 
and national security realize that the airplane as an agent of 
peace and productivity can easily be transformed into an agent of 
war and destruction. World War II has already demonstrated 
how well the airplane can perform both jobs at the same time. 
Any further consideration, therefore, of the airplane on a purely 
local and national basis is neither practical nor sound. Such prob¬ 
lems as freedom of the air, the sharing of the world’s airfields and 
air bases, and the division of the world’s air trade must be con¬ 
sidered not only from a nationalistic point of view but from a 
world point of view as well. 

QUESTIONS 

1. What inventions and scientific developments of the past have 
led to improvements in transportation? 

2. Drawing on your own experience and knowledge, give a brief 
statement regarding the present importance of transportation. 

3. Describe the early reaction of the public to the railroads. What 
conclusion can you draw from this regarding our reactions to 
new ideas and new modes of living generally? 

4. In what ways did the Federal government assist in railroad con¬ 
struction? 

5. What were some of the devices employed by railroad companies 
to overcome cutthroat competition? 

6. Why was state legislation regulating railroads unsuccessful? 

7. How have the bus and automobile helped to unify the country? 
How have they improved educational opportunities? Discuss the 
statement that they have contributed to broadening of the minds 
of the people as a whole. 

8. What are some of the problems created by the introduction of 
motor transportation? 

9. Discuss the importance of ocean transportation in our history. 

10. List the functions of the United States Maritime Commission. 

11. What should be the chief characteristics of an efficiently op¬ 
erated system of civil air transportation? 
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12. What is meant by a unified system of air transportation? Point 
out its advantages and disadvantages. 

13. Is air transportation a public utility? Discuss. 

14. Name the duties and functions of the Civil Aeronautics Board. 

15. In what ways does freedom of the air differ from freedom of the 
seas? 

16. What objections to unrestricted freedom of the air can you 
mention? 

17. What policy do you think the United States should adopt con¬ 
cerning freedom of the air? Discuss. 

FOR FURTHER STUDY 

A. Suggested topics for reports: 

1. The Panama Canal 

2. The Suez Canal 

3. The Erie Canal 

4. Travel and Transportation on the Mississippi River before the 
War between the States 

5. The First Transcontinental Railroad in the United States 

6. The Granges and Their Influence in U. S. History—Past and 
Present 

7. Automobile Accident Rates and Their Reduction 

8. Traffic Problems in a Large City 

9. The Development of the United States Merchant Marine 

10. The Airplane as an Agent of Peace 

11. The Airplane as an Agent of War 

12. International Relations and Freedom of the Seas 

13. International Relations and Freedom of the Air 

14. The History of the Development of the Automobile 

15. The History of the Development of the Airplane 

B. Other activities: 

1. Prepare a scrapbook on any of the topics mentioned above. 

2. Write a biographical sketch of one of the following: Jay Gould, 
James J. Hill, J. P. Morgan, Henry Ford. 
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Chapter 5: COMMUNICATION IN 
OUR INDUSTRIAL AGE 


Man, singlehanded, has always been at nature’s mercy. Human 
progress from savagery to civilization has been made possible 
through cooperation—cooperation among individuals and among 
groups. But, in order to cooperate, people must understand each 
other’s thoughts and problems, and understanding in turn re¬ 
quires the ability to communicate ideas. Thus, communication, 
which is merely mental contact among individuals or groups, is 
largelv responsible for all social progress. 

CONQUERING SPACE AND TIME 

The basis of communication is language—the representation of 
ideas and thoughts by means of symbols, such as the alphabet, the 
Morse code, pictures, drawings, or any other device that can con¬ 
vey ideas. For centuries the spoken word was the chief means of 
communication. Its weakness lay in the fact that it was limited bv 
space and by time. What was said at any given place could be 
heard only within a relatively small area of the radius of the 
speaker. Further, what was spoken at any given time could not be 
repeated word for word, nor with the same expressions, except 
verbally bv one of the listeners. Reliance had to be placed on 
memory, therefore, and as memory never was perfect, what was 
repeated often had parts left out or was colored by the imagina¬ 
tion of the narrator. The records of all peoples are filled with folk¬ 
lore that was handed down by word of mouth from generation to 
generation. 

From early times man recognized the importance not only of 
conquering space and time in communication, but also of being 
able permanently to record important events and episodes. 
Among the first devices to overcome the barriers of space and 
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Much of our information about cave men comes from drawings that 
they left on the walls of their caves. 

time were smoke signals, drum beating, and marathon running. 
The American Indians used all three to inform tribal chieftains of 
the approach of an enemy or to relay other important informa¬ 
tion. We call long-distance races marathons today because they 
remind us of the way in which the news of the victory of the 
Greeks over the Persians at Marathon was carried to Athens after 
that famous battle. 

The Art of Printing. Permanent recording of information was 
a more difficult task. The early cave man succeeded in giving us 
a record of part of his life history by his drawings and sketches 
on the walls of the caves in which he lived. It wasn’t until cen¬ 
turies later, however, that man hit upon graphic symbols as the 
means of consciously representing ideas and recording for poster¬ 
ity part of the history of his times. 

Historians tell us that these symbols, which eventually led to 
the development of the alphabet, were at first pictorial sketches. 
In time part of the picture began to stand for the entire idea. 
Later, simplified sketches that were nothing more than symbols 
of the original pictures began to stand for specific sounds. These 
phonetic signs were developed by the Egyptians as part of their 
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The Egyptians were among the first peoples to develop writing. The 
earliest Egyptian writing consisted of pictures that represented ideas 
or sounds. These pictures, some of which are shown in columns 
above, are called hieroglyphics. 

hieroglyphic writing, which included also pictures that repre¬ 
sented ideas. 

Still later in Egyptian history, phonetic writing was simplified 
until what was left became a forerunner of our own alphabet. 
Historically, our alphabet is believed to have been borrowed from 
the Greeks. They had borrowed it from the Phoenicians, who 
probably developed it bv imitating Egyptian hieroglyphics. 

When human beings learned to write, they made what was un¬ 
questionably one of the foremost steps in the progress of civiliza¬ 
tion. But in its early stages, and even after paper was invented, 
writing had many limitations. It was a slow and painstaking proc¬ 
ess that required a degree of skill possessed by only a few indi¬ 
viduals. Although permanent and duplicate records were made 
possible by the development of writing, the spreading of knowl¬ 
edge was still a costly undertaking. The world as a whole, there¬ 
fore, failed to profit by the use of writing for hundreds of years 
following its invention. 

Mass reproduction of permanently recorded information first be- 
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came possible with the invention of movable type in the fifteenth 
century. The art of printing was known at that time since block 
printing had been practiced for centuries before in China and 
was used to a considerable extent in Europe. But the process was 
cumbersome and expensive. 

Whether credit for the invention of movable type should be 
given to Johann Gutenberg or to Lourens Coster, modem printing 
was given its foundation by the work of these men and others 
who followed them. Our modern linotype and electrically driven 
presses are merely improvements upon these early inventions. 
The spread of knowledge to ever-increasing numbers of people, 
the coming of newspapers and periodicals, the volume upon vol¬ 
ume of books in our public libraries, schoolrooms, and homes, 
and even the development of democratic government are all in 
some measure outgrowths of the invention of printing. 

Words Take Wings. Writing and printing conquered space and 
time. They made it possible for knowledge of what had occurred 
at any given place and time to be recorded and made known to 
people of other times and places. Yet information could not travel 
from one place to another any more quickly than the fastest 
means of transportation available. Time and space still presented 
an obstacle to instantaneous communication. 

It was left to the invention of the telegraph, telephone, wire¬ 
less telegraphy, radio, and television to overcome this last ob¬ 
stacle. With these inventions we can communicate words and 
pictures almost instantaneously from one corner of the earth to 
another. Short-wave broadcasting, for example, carries sound 
seven times around the earth in one second and enables audi¬ 
ences in remote parts of the world to hear a speaker as quicklv as 
his own immediate audience hears him. 

The increasing complexity of the methods of communication 
has brought its own problems. With the invention of writing and 
printing, with the development of newspapers, books, and period¬ 
icals, with the coming of the radio and the movies, social issues 
have increased in number and scope. 

Today the method of control and utilization of these means of 
communication, as in the case of transportation, has a direct effect 
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The Rosetta stone. Found by Napoleons soldiers in the Rosetta mouth 
of the Nile, this stone is inscribed with the same message in two forms 
of Egyptian writing and in Greek. By means of it, scholars who under¬ 
stood Greek writing were able to read the ancient Egyptian symbols. 

upon the life of everyone. We have merely to think of the use of 
the radio, newspaper, and motion picture as agents of psycho¬ 
logical warfare during World War II to get a glimpse of their 
power over the minds and actions of people. We have merely to 
look at the millions of dollars spent on advertising to realize the 
psychological importance of the printed and spoken word. 

The fact that the various modern methods of communication 
are of great social importance raises social questions in connec¬ 
tion with their use. What regulation of the dissemination of news 
should there be, if any? What are the advantages and disadvan¬ 
tages of the British government-monopolized radio and the Amer¬ 
ican private ownership systems? To what extent, if any, do our 
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movies, radios, newspapers, and periodicals influence public opin¬ 
ion? To what extent do they influence our lawmakers? What are 
the dangers of uncontrolled as well as controlled propaganda? 
How can propaganda be made to serve useful purposes? 

We can readily see how vitally important all these questions 
are in our daily lives. How we shall go about answering them will 
depend on how well we understand the nature of the different 
forms of communication and their place in the pattern of our 
daily lives. 

NEWSPAPERS AS A FORM OF COMMUNICATION 

Freedom of the Press. Originally, the basic function of news¬ 
papers was to gather important news and to report it. In its early 
stages the newspaper was a small tabloid of several pages con¬ 
taining some news that was already stale, some local advertise¬ 
ments, and perhaps some discussion of topics of public interest. 
The early American newspaper was usually owned and operated 
by a single person aided perhaps by one or two assistants. 

In time the owner of the paper, who was also its editor, began 
to take it upon himself not only to report the news, but to inter¬ 
pret it. He did this by publishing opinions on public questions in 
the form of editorials. People who were too busy with their daily 
tasks to give much time to the analysis of political, social, and 
economic issues began to look forward to these editorials. Since 
many of them could not read, it was not uncommon for groups 
of them to gather around some reader at the comer store or some 
other convenient place. 

An editorial was judged by the person who wrote it—by his 
character and standing in the community. The principles of free¬ 
dom of the press and freedom of expression were born of these 
early newspapers. 

In Colonial days to report the truth was often a dangerous task. 
Frequently, the hand of the law fell with vengeance upon the 
early pioneers of freedom of the press, as it did in the famous case 
of Peter Zenger in 1735. Andrew Hamilton, the well-known co¬ 
lonial lawyer, defended Zenger’s right to criticize the governor of 
New York for his interference in court procedure. Hamilton said 
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NEW YORK PUBLIC LIBRARY 


Public libraries , with their stack upon stack of hooks , are great store¬ 
houses of knotvledge made possible by the development of the art of 
printing. 

that he was defending not only an individual, but the liberty of 
“exposing and opposing arbitrary power . . . bv speaking and 
writing the truth.” Zcnger was acquitted, and freedom of the press 
and expression was established as an inalienable right in America. 

The Modern Newspaper. Newspapers thus assumed, along with 
their function of reporting news, the right to interpret it in edi¬ 
torials and thereby to influence public opinion. As the country 
grew, newspapers did likewise. Their prosperity, however, came 
not so much from their rapidly increasing circulation as from rev¬ 
enue received for publishing advertising. It is common knowledge 
that the income from the sale of newspapers is far too small to sup¬ 
port our great metropolitan newspapers. 

Newspapers, with perhaps a few exceptions, are not influenced 
solely by philanthropic or social ideals. Like other business cor¬ 
porations they are operated primarily as economic ventures for 
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“The Boston News-Letter ” is a famous example of colonial journalism. 


profit. Thus, news reporting, news editing, and feature writing no 
longer constitute their only purposes. Bv reporting the news news¬ 
papers achieve circulation. Circulation, in turn, affects advertising 
rates and the sale of advertising space. 

Unlike the newspaper of Peter Zenger, the modem metropoli¬ 
tan paper is a business establishment of immense proportions. Be¬ 
sides the hundreds of workers operating its composing rooms, lino¬ 
type machines, printing presses, and delivery trucks, it has various 
kinds of editors, advertising and layout specialists, business 
agents, reporters, photographers, and special correspondents. Its 
up-to-the-minute news reporting is made possible by its special 
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correspondents in the capitals of the world and other places where 
important events are likely to occur. 

Special news-gathering agencies, such as the Associated Press, 
United Press, and International News Service, also help the news¬ 
paper to function. So do such modern methods of communication 
as the telephone, telegraph, radio, wirephoto, and radiophoto ma¬ 
chines. The large paper covers events of local, national, and inter¬ 
national importance. In addition it provides women’s pages, sports 
pages, comics, editorials, comments by special correspondents, 
book reviews, amusement information, and advertisements. 

The modern newspaper differs in still another respect from 
early colonial newspapers. Its editors are not necessarily the 
owners or publishers of the paper. The policy of the modem news¬ 
paper, therefore, does not always reflect the views of the editors. 
It frequently reflects those of its owner. Sometimes the policy of 
a paper, for business reasons, is one that is favorable to the views 
of the majority of its largest advertisers. 

The type of news included in a paper, or omitted from it, is fre¬ 
quently determined, not by its relative importance, but by the 
psychological effect that it may have upon the reader. The same 
consideration frequently governs the relative stress placed on 
local, national, or international events as indicated bv headlines, 
length of news stories, and emphasis. A newspaper’s effect on its 
readers influences its circulation, and this, in turn, attracts adver¬ 
tisers. This accounts for the fact that murder trials, sex stories, and 
other sensational eve openers are played up beyond their relative 
importance by some papers. 

The extent to which advertisers may influence some news¬ 
papers is further revealed in cases where papers have refused to 
publish certain news items or even paid advertisements because 
such action would endanger their accounts with advertisers. 

The Press and Public Opinion. With the exception of censorship 
of certain kinds of news in time of war, newspapers of the United 
States have not been subjected to government regulation. People 
on the whole are fearful of any government interference with 
newspapers because they believe that freedom of the press, as well 
as freedom of expression, may be endangered and eventually 
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A newspaper press. Newspapers are important to democracy, which 
can exist only when the public is well informed. 

curbed. They have seen this happen in countries governed by dic¬ 
tators or other tyrannical rulers. Yet, it must he recognized that 
newspapers can and do have a strong influence upon the opinions 
held by the general public. 

Newspapers probably no longer have the power over the minds 
of the people, however, that they appeared to have 25 or 30 years 
ago. One reason for this, which will be discussed later, is the fact 
that the radio has taken over part of the job previously monop¬ 
olized by the newspapers. 

Another reason may be found in the fact that people generally 
have become more critical readers. They are better able to distin¬ 
guish between sensationalism and plain facts; they have come to 
recognize the influence exerted by commercialized interests upon 
newspaper policy; and they have come to recognize that many 
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newspapers appeal to sentiment and emotion rather than to 
reason. 

On the other hand, the public is aware that newspapers, in ad¬ 
dition to providing recreation through inexpensive reading, ren¬ 
der an indispensable service by providing information about 
world events and issues. Many newspapers champion right 
against wrong by criticizing unjust or unwise public policy, by ex¬ 
posing political graft, and by carrying on investigations of matters 
of public interest. In addition many newspapers will publish the 
opinions of syndicated writers even though the opinions of the 
writer and newspaper may completely disagree. 

One of the greatest bulwarks of democracy is a free press—free 
from both government interference and from interference by spe¬ 
cial interests. This kind of freedom of the press can be maintained 
only if the public is educated to cherish freedom of expression and 
to distinguish and discriminate between truth and falsehood. 

COMMUNICATION BY RADIO 

In the span of one generation, from the time De Forest per¬ 
fected the vacuum tube to the beginning of World War II, the 
radio had virtually become a household necessity. It is estimated 
that by 1940, 26 million families owned receiving sets, and 3 mil¬ 
lion automobiles were equipped with radios. 

Radiobroadcasting has become one of the largest industries in 
this country, with an investment of millions of dollars. Thousands 
of workers are employed in the manufacture of radios and radio 
equipment. Thousands of other people—actors, musicians, an¬ 
nouncers, and technicians—are employed in operating stations and 
in producing programs. 

In this country, following the American tradition, radiobroad¬ 
casting developed as a private enterprise with the government 
entering the scene only as a regulatory agent. In England and 
other foreign countries, radiobroadcasting is a government mo¬ 
nopoly. In those countries the owner of a radio pays a tax to the 
government, which uses the proceeds of this tax to provide pro¬ 
grams and determines the nature of the programs to be broad¬ 
cast. There is public control of programs only in so far as public 


COMMUNICATION IN OUR INDUSTRIAL AGE 107 




CBS 


Radiobroadcasting in the United States, with few exceptions, is car¬ 
ried on by private corporations. 

opinion influences the government. Because it is paid for bv the 
radio owner, broadcasting in England is free of all commercial ad¬ 
vertisements. 

In our country most radiobroadcasting stations are owned by 
private corporations. The stations sell time on the air to any busi¬ 
ness firm, person, or group that wishes to sell to the public a com¬ 
modity, service, or an idea. It may wish to encourage the purchase 
of cigarettes, tooth paste, soaps, dental repair, or urge the listener 
to vote for John Q. Smith for sheriff. 

The receipts from commercial advertising are the chief income 
of the broadcasting stations. This income has been great enough 
to enable some of the richer stations to devote free time to purely 
educational and cultural programs. Such programs are presented 
both to provide a public service and to build up a large army of 
listeners. They include religious programs, educational talks, and 
important public addresses. Frequently public-service broad- 
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casts become sufficiently popular to secure the financial backing 
of sponsors. 

With the exception of a few independent radio stations owned 
by civic groups, church organizations, and schools, most broad¬ 
casting stations are affiliated with one of the four large radio 
chains or networks—the Columbia Broadcasting System, the Na¬ 
tional Broadcasting Company, the Mutual System, and the Amer¬ 
ican Broadcasting Company. The stations of each network are 
connected by telephone wires. This makes possible the sharing of 
important broadcasts by all stations of the chain, just as member 
newspapers share news obtained by a press association. In addi¬ 
tion it makes possible broadcasting on a national hookup. Thus, 
when the President of the United States or some other important 
person or program is on the air, people throughout the United 
States can listen. 

Although the commercial advertisers determine and control the 
type of programs, they are continuously aware of public opinion 
and continue or change programs as their popularity increases or 
declines. 

The Federal Communications Commission. With the rapid in¬ 
crease of radiobroadcasting stations, the need for some govern¬ 
ment regulation soon became apparent. Radio stations broadcast¬ 
ing on frequencies too close to one another found their programs 
jammed or interfered with bv each other. The more powerful sta¬ 
tions drowned out the less powerful ones. 

In an attempt to eliminate this confused state of affairs. Con¬ 
gress passed the Radio Act of 1927, which regulated the frequen¬ 
cies stations might use and the times of day when they might 
broadcast. In 1934 Congress created the Federal Communications 
Commission (FCC), unifying under its control the regulation of 
all interstate and foreign commerce by wire and radio. Its spe¬ 
cific functions are: 

To regulate all interstate and foreign communication. 

To receive and pass upon applications for radiobroadcasting 
stations. 

To assign voltage power and operating frequencies. 
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To determine rules and regulations for licensing professional 
and amateur radio operators. 

To regulate amateur broadcasting and receiving. 

To promote safety of life and property through use of commu¬ 
nication on land and sea. 

To establish and operate the Foreign Broadcast Monitoring 
Service as a defense measure during war. 

Government and Radio. The radio, like the newspaper, stands 
out as a symbol of freedom of speech and expression. Also like 
newspapers radio has the power of molding and influencing public 
opinion and morale. Most public utilities do not have this power. 
It is because of this strong influence that radio can wield, how¬ 
ever, that some people believe that we should follow the practice 
of Great Britain, Canada, and other countries in which radiobroad¬ 
casting is a government monopoly. 

They point out that radiobroadcasting stations are owned and 
controlled by commercial interests, whose programs are in the 
main influenced by profits. As a result radio programs do not al¬ 
ways serve the best interests of the people. They cite such pro¬ 
grams as soap operas, to which millions of housewives listen daily 
and which are regarded by some critics as an insult to the average 
American intelligence. They cite also the cheap radio thrillers on 
children’s programs designed to sell the different brands of break¬ 
fast cereals bv appealing to the children’s emotions. 

Men and women who oppose a government monopoly of radio 
point out that industry in the United States has been built upon 
the profit motive and private enterprise. They say that the devel¬ 
opment of the radio industry as it exists today is an indication of 
the superiority of private ownership over government control. 
They advance the argument that the public strongly influences 
the content and quality of radio programs just as it influences 
the kinds of books, newspapers, and motion pictures that are pro¬ 
duced. Government ownership of radio, it is contended, could 
lead to complete elimination of freedom of expression, as hap¬ 
pened in countries under dictatorship before World War II. 
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Propaganda by Radio. In the last few years the term propa¬ 
ganda has assumed a one-sided meaning. It has come to be re¬ 
garded as being always vicious in nature and purpose. Broadly 
speaking, propaganda is merely information or opinion used in an 
effort to influence people’s thinking and action. As such it may be 
good or bad, constructive or destructive, depending upon the pur¬ 
pose behind it. 

The spoken word as transmitted by radio may be a more power¬ 
ful weapon of propaganda than the written word as transmitted 
by newspaper, book, or magazine. It can reach more people for the 
simple reason that there are fewer people who cannot hear than 
people who cannot read. Ideas are frequently more readily 
grasped by hearing them than by reading them; less concentra¬ 
tion is required. 

The spoken word can be emotionalized to various degrees of 
power depending upon the ability of the speaker. As presented 
over the radio, speech can be accompanied by music and drama 
which are in themselves powerful weapons of propaganda. The 
radio makes possible the personal touch of famous personalities. 
An example of the power of such combination occurred a few 
years ago when many radio listeners were panic-stricken by Orson 
Welles’s dramatization of The Martian Invasion of the Earth by 
II. G. Wells. Numerous people mistook the words of the actor for 
an eyewitness account of an actual invasion and fled their homes 
in terror. Despite the humor of the incident, it suggests the real 
power of the radio as an agent of propaganda in peace or war. 

In 1940 when France succumbed to the motorized divisions of 
the German army, one of the conditions of the armistice was the 
denial of the right of the French people to broadcast or to receive 
broadcasts on short wave. It is significant that the Nazis felt that 
radio communication was a more powerful weapon than the 
French fleet, which they permitted the French to keep. 

Today either long- or short-wave broadcasting can be used as 
a weapon of war or an instrument of peace. The Germans were 
among the first to use radio as a weapon of war. According to 
German writers, their country borrowed the idea of using it as a 
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means of propaganda from American methods of advertising. 
Whether this is true or not, the Germans did realize the tremen¬ 
dous power of the radio in stirring up revolution, arousing discon¬ 
tent among nations, and creating disagreement within groups and 
governments. 

As early as 1933, Hitler is supposed to have stated: 

Artillery preparation before an attack as during the First World War 
will be replaced in the future war by psychological dislocation of the 
enemy through revolutionary propaganda. The enemy must be de¬ 
moralized and driven into passivity . . . our strategy is to destroy the 
enemy from within, to conquer him through himself. Mental confusion, 
contradiction of feeling, indecision, panic . . . those are our weapons . 1 

What better means for carrying out those ideas than radio! 

Radio at War. During the course of World War II all nations, 
including the United States, recognized the power of the radio 
and made plans both to counteract Axis propaganda and to initiate 
their own propaganda programs. These plans included jamming 
Axis short-wave broadcasts, banning amateur radio communica¬ 
tion with foreign stations, and broadcasting by short wave in for¬ 
eign languages to European, Asiatic, and Latin American coun¬ 
tries. 

Early in the war the British Broadcasting Company inaugu¬ 
rated a monitoring service. Other countries immediately followed 
suit. The United States began such a service in 1941 to listen to 
and comb foreign broadcasts for clues of their policy. In Britain 
listeners took to the hills and the woods, living in small huts and 
bombproof underground shelters. All were linked by telephone 
and telemeter wires. In 1942 the British wartime schedule called 
for a coverage of 230 broadcasts a day. The broadcasts came from 
over forty countries in some thirty-five different languages and 
dialects. The monitoring staff was made up of trained linguists, 
operators, and news analysts. The information received was re¬ 
corded, analyzed, and then submitted to various government agen¬ 
cies for their use. 

1 Rolo, Charles J., Radio Goes to War. G. P. Putnam’s Sons, New York, 
1942. 
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Foreign Broadcasts. In addition to checking and analyzing Axis 
propaganda, the Allied Nations conducted their own broadcasts 
for the purpose of giving accurate reports of world events to the 
citizens of Axis-controlled nations. The broadcasts attempted to 
counteract Axis propaganda in those countries and to bolster the 
spirit of passive resistance in preparation for future revolution by 
Hitler’s victims and to bring them closer to cooperation with the 
Allies. 

The importance of the programs was attested to by the fact 
that the penalty for being caught listening to them in Germany 
was death. 

Following World War II a cold war was waged between the 
Western democracies and Russia to determine how deeply the 
inroads of communism would penetrate Europe. An important 
part of this struggle was the use of radiobroadcasts by both sides. 
The Voice of America, a series of official broadcasts sponsored by 
the Department of State of the United States, was reported to at¬ 
tract wide attention among European listeners. These broadcasts 
provided entertainment and information about world affairs and 
democratic life to inhabitants of countries where local radio was 
strictly censored by government authorities. 

Other Uses of Radio Communication. In addition to its uses al¬ 
ready described, radio has proved invaluable in commimication 
between ships at sea and between ships and shore. Airplanes in the 
air can use it to communicate with eacli other and with airport 
control towers. Air traffic is directed by the use of radio beams. 
Police broadcasts are sent by short wave. Scientific expeditions, 
like Admiral Byrd’s at the South Pole, can use it to keep in touch 
with civilization and to make their discoveries immediately known 
at home. 

Television. The broadcasting of visual images simultaneously 
with sound by television promises to emphasize further the im¬ 
portance of radio communication. As radio engineers perfect the 
method of projecting into the homes of America radio pictures of 
activities being carried on miles away, no one knows what 
changes in the habits, conduct, and thinking of the public they 
are bringing about. The possible impact of such technical prog- 
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PACIFIC TELEPHONE AND TELEGRAPH CO. 

The busy switchboards of telephone offices play an exceedingly im¬ 
portant part in the life of our industrial age. 

ress upon our national life and upon world affairs staggers the 
imagination. 

COMMUNICATION BY WIRE 

The telegraph was invented by Samuel B. Morse in 1832. The 
telephone, invented bv Alexander G. Bell, was first used in 1876. 
At the opening of World War II there were an estimated 23 mil¬ 
lion telephones in the United States. 

Neither of these instruments present social problems to quite 
the same extent as they are presented by the radio. Their obvious 
importance to our everyday life and to modem business methods 
has long ago resulted in their classification as public utilities. As 
utilities they are subject to the control of various state commissions 
and the Federal Communications Commission. The fact that their 


114 SOCIETY AT WORK 



monopolistic character has been accepted as a necessity is another 
reason for their being subjected to government regulation. 

MOTION PICTURES 

Like the radio, newspapers, magazines, and books, the motion 
pictures have a profound influence upon the development of both 
individual and public opinion. The sound motion picture is a me¬ 
dium of expression that is in some respects even more forceful and 
penetrating than the radio since it can combine the appeal of all 
the factors present in radiobroadcasting—music, emotion, drama, 
and personality—to the eye as well as to the ear. The extent to 
which television will compete with motion pictures remains to be 
seen. 

The motion-picture industry originated about 1900. As in the 
case of most modem institutions, its beginning was crude. By 1915 
it had reached a state of development that enabled it to produce 
its first masterpiece in photography and storytelling, the Birth of 
a Nation. By 1926 there were over 20,000 movie theaters with an 
average weekly attendance of 90 millon persons. 

The same year saw the introduction of the recording of music 
to accompany films, and people began to wonder if they would 
soon hear as well as see the film stars converse. By 1928 pictures 
with sound were a reality even though a crude one. Early in the 
1930’s color was added, making the moving pictures seem even 
more true to life. 

By 1943 there were approximately 17,500 theaters in the United 
States with a weekly attendance of 100 million people. The mo¬ 
tion-picture industry represents an investment of several billion 
dollars, with its employees running into the hundreds of thou¬ 
sands. 

The Movies Entertain and Instruct. The primary job of the mo¬ 
tion-picture industry is to provide entertainment and recreation. 
News, travel, and educational films were added as special, inform¬ 
ative features. The movies for years have held a virtual monopoly 
in America as a form of recreation and a means of entertainment. 

The motion picture is patronized by almost everyone and par¬ 
ticularly by children. Because of the suggestive and educative 
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PARAMOUNT PICTURES INC. 


The moving picture is adaptable to both entertainment and instruc¬ 
tion. 

powers of the movie and because of its great audience, some peo¬ 
ple have been critical of the nature of some film presentations. 
They feel that many of the films that attract children have the 
same faults for which they criticize radio thrillers. They believe 
that, in particular, gangster stories and films that glamorize fine 
clothes, easy money and, to some degree, sex, instill wrong atti¬ 
tudes and suggest wrong ideals. On the other hand, it must be said 
that newsreels, travel and educational pictures, as well as many 
of the pictures produced purely for entertainment and box office 
attraction, provide the average individual fine, low-cost entertain¬ 
ment and a broadening of his knowledge of the world. 

Censorship of Motion Pictures. There is at present no nation¬ 
wide censorship of the motion-picture industry. Some states, how¬ 
ever, have boards of censors which must license all films to be 
shown to the public. News of the banning of a film by a state or a 
city frequently enhances its popularity in other places. 

Some censorship is done by the industry itself, by its own ap¬ 
pointed “czar.” Of course, various interested groups, such as the 
churches, labor unions, and educational institutions, have an in- 
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direct and frequently a direct effect on censorship. Whether this 
condition will continue unchanged or whether the public through 
wider government regulation will gain more direct control in de¬ 
termining which pictures are favorable or detrimental to society 
as a whole is a question for the future. 

People, in general, should learn to discriminate between good 
and bad pictures. By their attendance or nonattendance at thea¬ 
ters they may be able to influence the types of pictures presented. 
This works to a degree already, but not too well, in the opinion of 
some critics. When a person is in the mood to go to his neighbor¬ 
hood movie, he usually does so even if he knows beforehand that 
the picture may not be what he would prefer to see. He goes be¬ 
cause, “Well, there is nothing else to see and the price is small.” 

Late in 1947 public attention was attracted to the motion pic¬ 
ture industry in an unusual way. Public accusations were made 
and denied that communists and fellow travelers had worked 
their way into the industry and were using some films as mediums 
for communist propaganda. The importance given to this charge 
and to the countercharge that certain elements within the countrv 
wished to institute censorship of films further emphasizes the fact 
that what we see in the films may strongly influence our ways of 
acting and thinking. 

IN CONCLUSION 

We have seen that communication, like transportation, con¬ 
cerns the life of everv one of us individually and socially. We have 
seen that with every increase in the complexity of our social, eco¬ 
nomic, and political life, the means of communication have been 
modified, changed, and improved in order to meet new needs. So¬ 
cial progress does not end with one generation. It is a continuous 
process. We can look forward, therefore, to still more changes in 
the future. This is evident from the many scientific developments 
that grew out of World War II. 

None of us can predict the future, but each of us can catch a 
fleeting glimpse of it by knowing and understanding what we al¬ 
ready have today. The social problems that will arise will prob¬ 
ably be no less numerous nor less important than those of the past. 
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But if we are to meet these problems successfully, more and more 
understanding and cooperation will be required from every one of 
us. In communication, as in all fields of human activity, the more 
enlightened the majority of the people is, the more easily our 
problems can be solved. 

QUESTIONS 

1. Show that language is the basis of all kinds of communication. 

2. By what devices did early man increase the speed of communi¬ 
cation? How did he increase the distance of communication? 

3. How did the early man succeed in recording information about 
his life? 

4. Explain the term phonetic. 

5. What are hieroglyphics? 

6. Describe briefly the development of writing. 

7. Trace the development of our present-day alphabet. 

8. How has printing reduced mass ignorance? 

9. How do painting, music, and sculpture serve as means of com¬ 
munication? 

10. Show that our national welfare is tied up with the broad field 
of communication. 

11. What in your opinion should be the main function of a news¬ 
paper? 

12. Give a brief description of the nature and function of the early 
newspaper. 

13. What is meant by freedom of the press? To what extent should 
it be curbed by the government during wartime? 

14. Describe a famous colonial dispute over freedom of the press. 

15. Are newspapers public utilities? Explain your answer. 

16. How may advertising influence the policy of a newspaper? 

17. What part do the Associated Press, United Press, and Inter¬ 
national News Service play in news gathering? 
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18. Why do some newspapers play up sensational news stories in¬ 
volving sex or crime? 

19. Compare broadcasting in the United States with broadcasting 
in England. Explain the advantages and disadvantages of each 
system. 

20. -How do American radio stations determine the types of radio 
programs they will broadcast? 

21. Compare the radio and the newspaper as to their probable 
relative influence upon public opinion. 

22. What is propaganda? 

23. Why are the telephone and telegraph regarded as public utili¬ 
ties? What Federal agency controls their operation? 

24. To what extent, if any, should there be censorship of motion 
pictures? Discuss. 

FOR FURTHER STUDY 

A. Suggested topics for reports: 

1. The Development of Language 

2. The Development of Printing 

3. Art as a Means of Communication 

4. Music as a Means of Communication 

5. The Use of Cartoons as a Means of Communication 

6. The Development of Writing 

7. The Development of Short-wave Broadcasting 

8. History of the Telephone 

9. History of the Telegraph 

10. Flying by Radio 

11. The Development of the Modern Newspaper 

12. Gathering News with the Associated Press, United Press, or 
International News Service 

B. Other activities: 

1. Write a biographical sketch of any of the following persons show¬ 
ing their influence on the development of communication: Lin¬ 
coln Steffens, William Allen White, Horace Greeley, James 
Gordon Bennett, William Randolph Hearst, Joseph Pulitzer, Alex- 


COMMUNICATION IN OUR INDUSTRIAL AGE 119 



ander Graham Bell, Arthur Brisbane, Lee De Forest, Edwin H. 
Armstrong, D. W. Griffith, Charles A. Lindbergh. 

2. Prepare a scrapbook on any branch of communication treated in 
this chapter. 

3. Visit a newspaper plant or a radiobroadcasting station and pre¬ 
pare a report on your observations. 
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PART TWO: ECONOMIC AND SOCIAL CHALLENGES 



D id you ever have a toothache, a skin rash, or a festered finger? 

Wasn’t it a minor thing compared with such illnesses as tu¬ 
berculosis, infantile paralysis, or rheumatic fever which afflict some 
people? And yet, if you will recall the occasion of even minor aches 
or pains, you noticed that your entire being was affected. Perhaps 
you could not enjoy your food as well as usual. You probably could 
not sleep well, and you carried on other normal activities with less 
than your usual spirit and zest. This was true because even small 
physical disturbances upset the balance of the bodily functions. The 
toothache, the rash on the skin, or the festered finger indicates that 
something is wrong with your system. It is a warning to you that 
you need to do something to correct what is wrong. 

The organization of our society is in some respects like the organ¬ 
ization of the many functions of the human body. If anything up¬ 
sets the balance among the various parts of our social, economic, 
and political system, disturbances of all kinds appear. Some of these 
disturbances, like the festered finger or skin rash, may be minor 
ones; petty thievery or an occasional street brawl, for example. 
Other disturbances comparable to tuberculosis and infantile paral¬ 
ysis in the case of the human body, are more dangerous. They indi¬ 
cate that something is seriously wrong. Among these social ills wc 
may include wars, depressions, industrial disputes, and so on. 

Whether the social disturbance is a minor one or a serious one, 
it is a challenge to us to take action to correct it. Wc can appeal to 
our leaders in government, industry, labor, and education to do 
something. But we must remember that they alone cannot solve 
public problems. They must look to us, the people, for guidance 
and help. 

Social ills challenge us. But to meet them successfully we must 
understand their causes. 
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Chapter 6: LABOR RELATIONS 


We have in our country about 65 million workers. More than 13 
million of them are members of labor unions. Together with a 
great number of persons who are “sympathetic” with labor, they 
constitute the sizable portion of the adult population that makes 
up the “labor front.” But figures alone do not tell the whole story. 
The owners of businesses, workers, and consumers are all vitally 
concerned with the problems of employer-employee relations. 
These relations have a strong influence upon our standard of liv¬ 
ing—the kinds of houses we live in, the kinds of clothing we wear, 
the nature of the education we can give our children, the recrea¬ 
tion we can indulge in, and the health we can enjoy. 

Although the problems that concern labor are not new ones, the 
events of the last two decades, since the great depression of the 
1930’s, have made the majority of people more aware of their ex¬ 
istence. In order to understand these problems we must know 
something of their origin. 

THE GROWTH OF ORGANIZED LABOR 

Modem labor organizations have developed as a result of the 
industrial revolution. Prior to the introduction of machinery each 
family produced most of its own food and clothing. In those com¬ 
munities where manufacturing shops did exist, the employee and 
the employer worked side by side. Economically, as well as so- 
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dally, they were more or less on the same level. They visited each 
other's homes. Their children played together. They attended the 
same social functions. But with the coming of the industrial revo- 



Our labor force includes nearly half our popidation. 


lution, their relationship changed radically. The worker and the 
owner became separated both economically and socially. Their 
immediate interests often clashed. 

At first, as we have seen, the worker was little better than a 
slave in his new kind of existence. Hours were long. Wages were 
low—too low to enable the employee to provide adequate food, 
clothing, and shelter for his family. His wife and children also 
were swallowed up by the factory and the mine. Governments 
took no hand in changing these conditions, for laissez fairc , the 
policy of noninterference by the government, was then dominant. 

In time certain reformers and welfare workers began to see the 
evils of this kind of existence. They began to urge government 
regulation of hours and wages and working conditions. The indi¬ 
vidual worker himself was dissatisfied with his status. He began 
to realize that singly he had no bargaining power. If he refused to 
work for a wage that was too low, hours that were too long, or un¬ 
der working conditions that bred accident and disease, he could 
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LIBRARY Or CONGRESS 


The purpose of labor unions has been to secure steady jobs, higher 
wages, and shorter hours for their members, and to improve the lot of 
the worker in general. 

quit. But someone else was ready to take his place. His next offer 
for work would be no better. He began to realize, therefore, that 
some kind of organization that banded workers together so they 
could bargain as a group for better wages and working conditions 
was necessary. As a result of this realization the labor union was 
born. 

Early Unions in the United States. The first union in this coun¬ 
try appeared shortly after the American Revolution. It was not 
until the eailv nineteenth century, however, that the union move¬ 
ment became important. 

The first labor groups were craft or trade unions. They were or¬ 
ganized according to trades, such as printing, carpentering, or 
weaving. Although their primary interest was to secure steady 
jobs, shorter hours, and higher wages for workers, unions were 
also interested in impi oving the general lot of the worker through 
legislation. Together with various reform leagues, they worked to 
limit the hours of women and children in mines and factories, to 
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extend the vote to nonproperty owners, and to secure free public 
schools. In employer-employee relations they began to bargain as 
groups with employers (collective bargaining). They also made 
use of strikes and picket lines to force employers to grant their 
demands. 

As membership in unions grew and the number of unions in¬ 
creased, city, state, and national associations were formed. The 
first of these was the National Labor Union, which was organized 
in 1866. It had a membership of 640,000 at the height of its power. 

Opposition to the First Unions. The progress of organized labor 
fluctuated with the economic conditions of the times. During de¬ 
pressions union membership decreased; during prosperous times 
it grew. 

On the whole, organized labor had many difficulties to over¬ 
come. Many employers refused to bargain with union representa¬ 
tives and discharged employees who joined unions. The courts, in 
the early history of labor unions, ruled that unions were “conspira¬ 
cies” against trade and therefore were unlawful. The injunction, 
a court order forbidding a specified action, was a weapon fre¬ 
quently used to prevent workers from striking and picketing. Em¬ 
ployees often had to sign yellow dog contracts in which it was 
stated that the worker would lose his job if he joined a union. Em¬ 
ployers supplied each other with black lists of the names of union 
members and refused to hire men whose names appeared on the 
lists. 

To counteract these measures, laborers frequently resorted to 
organizing secretly. The more militant leaders sometimes urged 
violence and sabotage or the destruction of property. 

The Knights of Labor. In 1869 Uriah S. Stephens founded a la¬ 
bor organization known as the Knights of Labor. Its aims were to 
create a healthy public opinion on the subject of labor and to give 
to labor a just share of the values of capital it created. By 1886 it 
had 700,000 members. Its strength decreased soon afterward, 
however, because it admitted members who held radical views 
and because it extended its sphere of activity to advocate govern¬ 
ment ownership of utilities and other plans that were beyond the 
immediate objectives of most laborers. 


126 ECONOMIC AND SOCIAL CHALLENGES 



Samuel Gompers , the first president of 
the American Federation of Labor , teas 
one of the pioneers of the movement to 
organize laborers. Who is the president 
of the AFL todayP 


The Knights of Labor was not organized on craft or industrial 
lines. It permitted in its ranks skilled, unskilled, and professional 
workers. In fact its membership was open to practically anyone 
except employers and lawyers. Many members felt that the re¬ 
form movements of the Knights of Labor neglected the workers' 
more concrete demands, such as higher wages, shorter hours, and 
better working conditions. Finally, as a result of a series of unsuc¬ 
cessful strikes, numbers of workers left it to join the more conserv¬ 
ative, newly organized American Federation of Labor (AFL). 

The American Federation of Labor. The American Federation 
of Labor was founded in 1886. Under the leadership of Samuel 
Gompers, its first president, and William Green, his successor, it 
has grown in strength and maintained its existence to the present 
day. Profiting bv the mistakes made bv earlier union organiza¬ 
tions, it has stood primarily for labor causes. It has confined its 
political activities largelv to lobbying for favorable labor legisla¬ 
tion and endorsing for election men in favor of such legislation. 
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The AFL is not a single union, nor is it made up of individual 
workers. Instead, it is a federation or group of city, state, national, 
and international unions. Its officials work to secure the adoption 
of legislation favorable to labor, to publicize the Federation’s 
achievements, to organize new locals, and to achieve “harmony 
and unity of action in the settlement of trade disputes.” 

The central office has the authority to issue charters to national 
and international unions. These in turn grant charters to local 
unions in their respective trades and require that the locals con¬ 
form to the general policies of the organization. The failure of a 
local to abide by these policies may result in the revocation of its 
charter. 

The Industrial Workers of the World. An organization far more 
political-minded than either the American Federation of Labor or 
the Knights of Labor was the Industrial Workers of the World 
(IWW), formed in 1905. The inspiration of this organization 
sprang from the leftist or radical movements in Europe. Its mem¬ 
bers had no faith in labor unions as organized bv the AFL nor in 
the peaceful methods used by such unions. They believed in di¬ 
rect action—v iolence, terrorism, mass strikes, and sabotage. 

The IWW opposed a federation of unions, such as the AFL, ad¬ 
vocating instead one great industrial union. Its membership, how¬ 
ever, never exceeded 75,000. As a result of a series of skirmishes 
with the Federal government, which resulted in the imprisonment 
of some of its members and the deportation of several hundred 
others, its influence gradually faded. 

The Congress of Industrial Organizations. Although the AFL in¬ 
cluded several industrial unions, that is, unions in which workers 
are organized by industry rather than by trade, it has always fa¬ 
vored union organization by trade or craft. 

It was unopposed in this respect until 1935, when some mem¬ 
bers of the AFL, under the leadership of John L. Lewis, president 
of the United Mine Workers, felt that there was a weakness in 
limiting union membership to trade or craft organizations. Of the 
36/2 million workers in the country at that time, the AFL could 
claim less than one-tenth. Lewis’s insurgent or rebellious group, 
known as the Committee for Industrial Organization (CIO), 
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wanted to attract the millions of unskilled laborers who were em¬ 
ployed under the new methods of mass production. They wanted 
to organize into unions the workers in the automobile, steel, rub¬ 
ber, and other large industries. They demanded that the AFL en- 
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The CIO included unskilled workers in its membership. 
They were not eligible to join the craft unions. 


courage such employees to form unions that would become mem¬ 
bers of the AFL. 

The leaders of craft unionism, inspired by William Green, op¬ 
posed this move and defeated it in 1938. The CIO, representing 
eight national unions, then broke away from the AFL and pro¬ 
ceeded to organize the workers in the industries mentioned. In 
spite of opposition from the AFL and the unfavorable public 
opinion resulting from the use of the sit-down strike—a strike in 
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which workers refuse to work or to leave the plant—membership 
grew until today the CIO claims a membership rivaling, if not 
surpassing, that of the older organization. 

The rivalry of the AFL and the CIO led them each to try to 
organize into unions the clerical, professional, service, and gov¬ 
ernment workers. As the rivalry continued to grow, each began to 
invade the fields from which the other drew its membership. A 
wave of jurisdictional strikes resulted. Such strikes are work stop¬ 
pages resulting from disputes between rival unions as to which 
one officially represents the workers in a particular industry, 
trade, or plant. 

Efforts to establish peace between the AFL and the CIO failed. 
In 1939 the CIO became a permanent organization and changed 
its name to the Congress of Industrial Organizations. Lewis was 
elected its first president. Upon his resignation in 1940, Philip 
Murray was elected in his place. Since then several attempts have 
been made to settle the differences between the AFL and CIO and 
to unite them in a single organization. So far these efforts have 
been fruitless. 

As a result of personal differences that arose between John L. 
Lewis and President Franklin D. Roosevelt, and because the CIO 
supported Roosevelt’s fourth-term candidacy, Lewis withdrew the 
United Mine Workers of America from the CIO in 1944. At the 
same time he asked the AFL to reinstate the United Mine Work¬ 
ers of America in its organization, which it did in 1946. This 
change in the affiliation of the United Mine Workers did not, of 
course, improve the relations between our two major national la¬ 
bor organizations. 

LABOR AND THE EMPLOYER 

In the course of their history, both labor and employers have 
made use of several devices in dealing with each other. The more 
important ones are worth discussing here. 

Collective Bargaining. Collective bargaining is the very founda¬ 
tion of labor unions. It is, according to organized labor, the em¬ 
ployee’s principal means of substituting for his own relative weak¬ 
ness the combined strength of a large group of workers. Collective 
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bargaining consists of direct negotiation between the representa¬ 
tives of labor and the employer. They meet together for the pur¬ 
pose of forming agreements concerning working conditions, 
wages, and hours. 

As interpreted by a series of decisions of the National Labor Re¬ 
lations Board, the right of collective bargaining includes the right 
of employees to form associations to strengthen bargaining power 
and to select representatives who will, in the bargaining process, 
be able to make satisfactory agreements with the employer, con¬ 
cerning wages, hours, and working conditions. 

Collective bargaining is so commonly used that the failure to 
use it successfully constitutes news. The publicity given to strikes 
in important industries often causes us to lose sight of the vast 
number of satisfactory industrial agreements that are made 
through collective bargaining. 

The Strike. Strikes are stoppages of work brought about by the 
refusal of employees to perform their tasks. From labor’s point of 
view the strike has two purposes. The first is to force the employer 
to grant certain demands regarding working conditions or other 
grievances by making his plants lie idle while overhead costs con¬ 
tinue. The second is to call the attention of the public to the ex¬ 
istence of a labor dispute, hoping thereby to secure popular sup¬ 
port for employees in the form of a boycott, or refusal to patronize 
the employer. 

Strikes are called for a variety of reasons: Employer and em¬ 
ployees may disagree over wages and working hours. The em¬ 
ployer may refuse to recognize the union or may be unwilling to 
maintain a closed shop, in which none but union members are 
employed. If he does not operate a union shop, he may discrimi¬ 
nate against union members when hiring or firing employees. 

Some strikes occur because the employees are dissatisfied with 
the conditions under which they work. They may believe that in¬ 
adequate rest rooms are provided, that longer rest periods should 
be allowed, or that the employer is using a speed-up system. They 
may strike out of sympathy with another group of employees who 
are on strike. Disputes between unions as to which really repre¬ 
sents a certain group of workers may cause jurisdictional strikes. 
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Kinds of Strikes. Organized labor has made use of several differ¬ 
ent kinds of strikes. The most common is the ordinary strike. The 
workers of a plant or industry stop work until their demands con¬ 
cerning wages, hours of work, or some other labor grievance are 
met. 
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A second kind is known as the sympathetic strike. It is a stop¬ 
page of work by a group of workers that is not involved in any 
labor dispute with its own employer. They strike to show sympathy 
with another group of strikers and to give them moral support. 

A third kind of strike is the general strike. It is merely an exten¬ 
sion of the principle of the sympathetic strike to all the workers of 
a community. Unless it is brief, it has the effect of crippling com¬ 
munity services, such as transportation, communication, electric 
and gas power supply, and delivery of foods. Because labor lead¬ 
ers are aware that a general strike may arouse unfavorable public 
reactions, they use it infrequently. A general strike is usually in¬ 
spired by a community problem that concerns labor as a whole. 
For example, a mass walkout of workers for several hours or a 
whole day may be used to protest the adoption of a law regarded 
as unfavorable to labor or to impress upon the government the 
fact that labor is united behind a proposed law. 
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LIBRARY OF CONGRESS 

The sit-down strike, in which employees refuse to work or to leave 
the plant, has been infrequently used in the United States. Employ¬ 
ees and public alike have looked upon it with disfavor. 


Strikes may also be classified as to the kinds of strategy em¬ 
ployed to bring them to successful conclusions. The most common 
strategy is that of the walkout, in which the workers stop work at 
a specified time, leave their tools and machines, and quit the plant 
or plants. The picket line, which is usually made up of the workers 
of the plant or industry although it sometimes includes sympa¬ 
thizers, is part of this strategy. It is designed to publicize the exist¬ 
ence of a dispute, to bring about a boycott of the employer’s prod¬ 
ucts and to prevent strikebreakers (scabs) from going into the 
plant. The picket line is not supposed to use force in carrying out 
its functions, but sometimes force is used and violence results. 

Another kind of strike strategy is that of the sit-down strike. It 
was first used in the United States by the United Automobile 
Workers in 1937. France, however, is believed to be its place of 
origin. Employees engaged in a sit-down strike refuse to work or 
to leave the plant. Labor’s chief advantage from such a strike is 
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that the employer cannot make use of strikebreakers so easily as 
in the walkout. Since 1938 labor has made little use of the sit- 
down strike largely because the public’s reaction to it has been un¬ 
favorable. Those who oppose its use regard it as a violation of pri¬ 
vate property. 

A still more violent type of strike strategy is the employment of 
sabotage, which is willful destruction of plant property and ma¬ 
chines by strikers. It has been used more frequently in Europe 
than in this country. 

Open and Closed Shops. The term closed shop is applied to a 
plant or industry where all the workers must be members of the 
union that is the accepted collective bargaining agent of the ma¬ 
jority of the workers. In contrast to it is the open shop where 
union membership is optional. Employers object to the closed 
shop on the grounds that it interferes with their freedom to hire 
and fire, that it takes away the worker’s freedom of choosing for 
himself whether or not he wants to join a union, and that it is 
monopolistic. Unions are opposed to the open shop on the ground 
that it enables nonunion members to benefit from the advantages 
of collective bargaining agreements without contributing anything 
to the maintenance of the union whose efforts are responsible for 
gaining these advantages. 

The Preferential Shop. A compromise between the open and 
closed shop principles is the preferential or union shop. Where the 
preferential shop agreement is in effect, the employer agrees to 
hire union workers, if available, before hiring nonunion workers. 

The Boycott. Labor organizations may conduct a boycott 
against an employer with whom they are having difficulty by per¬ 
suading groups of people or the general public to refuse to patron¬ 
ize him. 

The Union Label. The union label is placed on goods produced 
or manufactured by unionized establishments. An attempt is 
made to influence union workers as well as their sympathizers to 
purchase only goods bearing such labels and thereby to increase 
the number of employers hiring union help. 

Unfair Lists. Labor officials frequently circulate lists of employ¬ 
ers whom labor accuses of unfair dealings with unions. They urge 
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laborers and the general public to refuse to deal with these em¬ 
ployers. Both the use of union labels and the use of unfair lists 
are modified forms of boycott. 

The Checkoff. The checkoff is a method used by a union to pre¬ 
vent laxity on the part of its members in paying their dues. Under 
this system the dues are deducted from the employee’s pay by the 
employer and turned over to the union. 

Other Labor Tactics. Some labor leaders have tended to dis¬ 
credit the whole labor movement by some of their practices. They 
have at times attempted to restrict labor’s output and to limit the 
use of apprentices in an effort to stretch available work and to 
create a labor monopoly. 

Other practices that have brought public disapproval have been 
the charging of exorbitantly high union initiation fees, violation 
of union contracts, and the formation of so-called “protective asso¬ 
ciations” that smaller employers were sometimes forced by threats 
to join. These practices have frequently been called labor racket¬ 
eering. In racketeering of this type, fear and sabotage have been 
the instruments employed. 

Another labor practice that has aroused adverse criticism is the 
monopolistic control that some labor leaders apparently exercise 
over members of their particular unions. The term labor czar has 
frequently been applied to such a leader. During recent years it 
has been claimed that leaders like James C. Petrillo of the Ameri¬ 
can Federation of Musicians and John L. Lewis of the United 
Mine Workers of America exercised this kind of control over their 
respective organizations. Generally, such methods have caused 
unfavorable public reaction. 

Lockout. Just as labor has developed methods to be used in per¬ 
suading employers to meet their terms, employers also have used 
tactics with which to fight demands made by unions that they con¬ 
sider objectionable. Among these tactics is the lockout, a stoppage 
of work, resulting in the shutdown of a plant or a business. It is 
initiated by the employer in order to enforce certain demands 
upon the workers. 

Black List. A black list, maintained by employers, lists the 
names of workers who are considered objectionable. A person 
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whose name appears on such a list may experience difficulty in 
finding employment. 

Yellow Dog Contract. A yellow dog contract is an agreement 
signed by a worker in which he promises not to join a labor union 
during the period of his employment. Such a contract is no longer 
legal. 

Injunction. An injunction is a court order forbidding specified 
actions. Its use in labor disputes has been to prohibit striking or 
picketing by unions. The passage of the Norris-La Guardia Anti¬ 
injunction Act in 1932 (see below) greatly diminished the use of 
this weapon. 

Strikebreaking. Some employers have also resorted to tactics 
that brought discredit on industry in general. In order to discour¬ 
age the spread of labor unions, they have at times resorted to the 
use of specially hired agents to spy on laborers, act as guards, and 
break strikes by strong-arin methods. At one time it was estimated 
that there were 200 agencies employing 40,000 such agents, whose 
services could be secured by employers. The tactics used by hired 
agents were thoroughly aired in a Senate investigation in 1936. In 
recent years they have been generally discarded. 

LABOR LEGISLATION 

There have been many laws adopted in this country that have 
had direct or indirect effects on the progress of organized labor. 
At first, much of the legislation tended to be hostile to unions. La¬ 
bor was regarded as a commodity, and unions were treated as 
conspiracies in restraint of trade. The Sherman Antitrust Act, for 
example, in the early days of its administration, was interpreted 
as applying to unions as well as to trusts. The legality of the use 
of the injunction in breaking strikes was based on this interpre¬ 
tation. Since 1932, however, most labor laws have tended to bene¬ 
fit unions by giving them legal recognition. A brief description 
of the major laws now in effect is given below. 

The Norris-La Guardia Act (1932). The injunction, as we have 
noted, was one of the most powerful weapons used by employ¬ 
ers to discourage the spread of unionism. Although the Norris- 
La Guardia Act did not prohibit the use of injunctions in all 
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cases, it greatly limited the situations in which they could be em¬ 
ployed. 

In 1946 in a controversy between the United States Govern¬ 
ment and the United Mine Workers of America, the courts upheld 
the use of an injunction issued to prevent a strike in government- 
operated coal mines. The following year the Taft-Hartley Act (see 
page 138) further extended the use of injunctions in industrial 
disputes. 

The National Labor Relations Act (1935). The National Labor 
Relations Act (the Wagner Act) gives workers the legal right to 
organize labor unions. It outlaws yellow dog contracts and cer¬ 
tain types of company unions. The act makes it illegal for an em¬ 
ployer to hinder an employee from joining a union. An employer 
is required to recognize as collective bargaining agents the rep¬ 
resentatives of the union that has a majority of workers in a given 
plant or industry. The act provided for a National Labor Relations 
Board to administer its provisions. The Board has the authority 
to investigate alleged violations of the act and to hold secret elec¬ 
tions among the workers of any plant or industry in order to deter¬ 
mine which union, if any, shall be the recognized collective bar¬ 
gaining agent. 

Since its creation, the National Labor Relations Board has been 
concerned primarily with two types of labor disputes: those in¬ 
volving union recognition by the employer and those involving 
jurisdictional questions between two or more unions. In either 
case, upon appeal from the workers or employer, the Board can 
hold an election to determine by which union the employees pre¬ 
fer to be represented. In cases where the union complains that the 
employer has actively discriminated against it or has prevented 
workers from joining the union, the Board may hold investiga¬ 
tions and upon the evidence collected render a decision. Its deci¬ 
sion is not final, however. The employer, the union, or both may 
appeal the decision to a Federal circuit court and subsequently to 
the Supreme Court. 

Before the Taft-Hartley labor legislation was adopted in 1947, 
the National Labor Relations Board received much criticism. It was 
accused of partiality to labor, particularly to the CIO. Critics of 
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the Wagner Act said that it should be rewritten so that organized 
labor would be held reponsible for broken contracts with employ¬ 
ers, jurisdictional strikes, destruction of property during strikes, 
and coercion of workers to join unions. Employers said that under 
the law as it stood they were prevented from calling upon the 
National Labor Relations Board to remove their grievances 
against the unions. 

The Walsh-Healy Act (1937). The Walsh-Healy Act prohibits 
the granting of government contracts of over $10,000 to employers 
who fail to meet certain minimum labor and child labor require¬ 
ments as set by the United States Department of Labor and the 
Children’s Bureau, respectively. To comply with this act employ¬ 
ers must observe the 8-hour day and the 40-hour week at prevail¬ 
ing wages. They are not permitted to employ boys under sixteen 
or girls under eighteen years of age. 

Fair Labor Standards Act (Wage-Hour Act, 1938). The Wage- 
Hour Act applies to all industrial workers engaged in interstate 
commerce with the exception of farm workers, seamen, and peo¬ 
ple employed in retail and service trades. It provides for a maxi¬ 
mum work week of 40 hours and a minimum wage of 40 cents per 
hour. Overtime pay for work beyond 40 hours per week is per¬ 
mitted at the rate of VA times the weekly or hourly wage. The law 
provides for an administration within the Department of Labor 
and for wage boards, appointed by the administrator, whose 
duties are to study wage and hour conditions in the industries 
covered by this act. In 1949 President Truman recommended that 
Congress raise the minimum wage to 75 cents. 

The Taft-Hartley Act (1947). Shortly after World War II the 
strife between labor and management became of paramount im¬ 
portance. Industry sought to increase its profits. It did this by 
lobbying successfully for laws that reduced corporation taxes and 
removed ceilings on prices. Before the end of 1946 the govern¬ 
ment had done away with nearly all price controls. With the con¬ 
trols gone and with the shortage of consumer goods, which the 
war had caused, facing the country, prices naturally rose higher 
and higher. 

Labor sought to increase its buying power by demanding 
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During World War II it was necessary for shipyards and other war 
plants to operate day and night. Because most of the nations labor 
and raw materials were needed for war purposes, there were great 
shortages of consumers’ goods. 


higher wages. This cry for more money in pay envelopes was 
heard even before the rise in prices of some commodities occurred 
In many cases the workers’ take-home pay had decreased immedi¬ 
ately after the end of the war. The unions justified their wage de¬ 
mands by pointing out the reduced pay that resulted from loss of 
overtime work and from rising prices. Employers were quite will¬ 
ing to offer some wage increases provided they would be permitted 
also to raise prices to make up for increased costs of labor, mate¬ 
rials, and distribution. 

Labor-management deadlocks resulted in a series of strikes. 
Mines, automobile and steel factories, telephones, railroads, and 
city transportation systems were affected. Labor leaders con¬ 
tended that industry could increase wages without raising prices 
and still receive a fair profit. They insisted that higher wages were 
necessary because of increased prices. Producers of goods said 
that higher prices were necessary because of increased costs of 
production, created by the higher wages they were forced to 
pay. Whatever the cause, the result was a cycle of rising wages, 
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rising prices, rising wages, rising prices, and so on. For the most 
part the small businessman, as well as the workers in small busi¬ 
ness establishments and white-collar employees in government 
and other agencies, received no comparable increases in income. 

While all this was going on, the country as a whole was moving 
in the direction of conservatism. People were tired of the war. 
They were weary of restrictions, controls, and shortages of all 
kinds of goods. There was a general longing to get back to normal 
conditions. People wanted to return to freedom of enterprise, to 
greater production, to pleasures sacrificed during the war. They 
wanted to ride in cars, wear fine clothes, and eat foods that had 
been scarce. 

There was a demand for greater and greater production, but 
seemingly endless industrial disputes stood in the way. As news¬ 
men and radio commentators said, the public was becoming “fed 
up.” The general trend was to demand legislation that would curb 
strikes and at the same time reduce the powers of labor unions 
which, in the opinion of sponsors of such legislation, were inter¬ 
fering with American freedom. 

The victory of the Republicans in the Congressional elections 
of 1946 gave them a working majority in both the House and the 
Senate. The outcome of the election was interpreted by many 
Congressmen as a people’s mandate to do something about labor. 
They responded by passing the Taft-Hartley Bill in June, 1947. It 
was vetoed by President Truman but was passed over his veto by 
a substantial majority. According to this law: 

1. Employers are obliged to bargain with unions, but the lat¬ 
ter are also compelled to bargain with employers. 

2. Closed shops are outlawed. 

3. Court injunctions may be used to postpone threatened 
strikes for 80 days where national health and welfare are 
concerned. 

4. Preferential hiring contracts are, in the opinion of most 
lawyers, forbidden. 

5. The automatic checkoff of union dues is not permitted un¬ 
less requested by the worker. 
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6. The company union is no longer illegal, as it was under the 
Wagner Act. 

7. Employers have greater freedom in criticizing union activ¬ 
ities without fear that the criticism will be interpreted as 
coercion of employees not to join a union. 

8. Unions may not charge excessive dues. 

9. Employers or unions are liable for damages if either should 
break a contract. 

10. Unions can be sued for damages if they engage in unfair 
practices. 

11. Jurisdictional strikes are forbidden. 

12. Officers of unions must sign affidavits that they are not com¬ 
munists or members of any organization that advocates the 
overthrow of our government by force. Unless this is done, 
the union will not be recognized by the NLRB. 

13. Union funds may not be used for political purposes, that 
is, for the support of political candidates. 

14. Unions must submit financial statements each year to the 
Labor Department. However, these are to be kept secret 
from the public since knowledge of a union’s financial 
strength or weakness may prove an added advantage to an 
employer in collective bargaining with the union. 

The Taft-Ilartley Act is generally recognized to have greatly 
curtailed labor’s powers. As had been the case with the Wagner 
Act, there are various views of the law. Industry, as represented 
by the National Association of Manufacturers and the Chamber 
of Commerce of the United States, regards the law as a fair one. 
Business leaders believe that it merely curbs the abuses of labor 
and gives to the employer powers equal to those given to the un¬ 
ions under the Wagner Act. If it is administered in good faith and 
is not taken advantage of by employers, spokesmen in favor of the 
law feel that it will improve labor-industrial relations and work¬ 
ing conditions generally. 

Labor and its sympathizers, on the other hand, contend that the 
Taft-Hartley Act is unfair to the worker. They say it will ham¬ 
string labor unions and in the long run undo the good relations 
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that have been established between labor and management as long 
as the law remains in force. Labor leaders undertook a program of 
testing various points of the law in an effort to prove them un¬ 
constitutional. Following the Democratic victory in the 1948 elec¬ 
tions, however, modification of the law appeared likely. 

Settling Industrial Disputes Peacefully. When industrial dis¬ 
putes between unions and employers or between unions result 
in strikes, they cause political and social unrest as well as eco¬ 
nomic waste. The immediate and sometimes the ultimate results 
of strikes are not always beneficial even to laborers themselves. 
There is always a temporary loss in wages. 

For the employer, stoppages of work always result in plants that 
lie idle while overhead costs continue. For the public, strikes 
cause inconvenience and unrest as well as loss of the production 
of goods and services. It is to the advantage of everyone, there¬ 
fore, to have industrial disputes settled peacefully before they 
reach the strike stage. 

History has shown that legislation alone cannot eliminate 
strikes. Employers and workers must better understand each 
other’s problems. The willingness of the employer and the worker 
to cooperate must be increased. The public dares not be indiffer¬ 
ent, for it is often as involved in an industrial dispute as the em¬ 
ployer and the worker. Its interest must not be colored, however, 
by any bias for either group. 

Industrial disputes have been peacefully settled by the follow¬ 
ing methods: 

1. Direct negotiations. A form of collective bargaining. 

2. Mediation or conciliation. The intervention of a third party 
(an individual or board) to act as an agent between the two 
disputing parties. The mediator or conciliator does not ren¬ 
der a decision but suggests to the parties how they may ad¬ 
just their differences without striking. 

3. Arbitration. The intervention of a third party, the arbitrator, 
(an individual or board) to conduct an investigation. After 
considering all the facts the arbitrator makes a decision. If 
the arbitration is compulsory, the decision must be accepted. 
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If it is voluntary, the disputing parties may decide whether 
or not to abide by the decision. 

Although the sentiment in this country among both union lead¬ 
ers and employers is against compulsory arbitration, the public 
opinion increasingly favors it in some form. This is particularly 
true where public utilities, such as the fuel and transportation in¬ 
dustries, are concerned. Furthermore, the trend in labor laws ap¬ 
pears to be toward requiring cooling-off periods before announced 
strikes take place. This waiting period makes successful arbitra¬ 
tion easier to achieve. 

LABOR IN POLITICS 

So far in our discussion labor unions have been regarded as eco¬ 
nomic organizations whose primary purpose is to improve work¬ 
ing conditions through the use of collective bargaining, the strike, 
or in other ways. By the very nature of their organization, how¬ 
ever, unions can also operate as political units and use political 
methods to gain their economic aims. In most European countries 
labor has organized itself into political parties and has tried to elect 
candidates sympathetic with labor. In such countries as France, 
Germany, and Austria, labor parties frequently have had the sup¬ 
port of the most radical groups, the Communists and Socialists. In 
most cases, however, the labor parties have tended to be less rad¬ 
ical than these two parties. This was true of England’s Labor 
party when it came into power in 1924 after World War I and 
again in 1945, after World War II. 

In the United States organized labor, with some exceptions, has 
tended to steer clear of direct political action. It has refrained 
from forming political parties and from putting up its own candi¬ 
dates for office. Instead, its policy, first proclaimed by Samuel 
Gompers, has been to use collective bargaining in the field of pol¬ 
itics. Consequently, at election time labor has attempted to re¬ 
ward the friends and punish the enemies of labor on the basis of 
their past records. Since men running for office are not immune to 
appeals from large blocs of votes, labor has reaped some benefits 
from this policy. 
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From time to time, however, rebellious groups, advocating 
more direct political action, have arisen within the ranks of labor. 
They have advocated that labor affiliate with a third party or have 
recommended the creation of an independent labor party. The 
Taft-Hartley Act, as we have seen, placed limitations on political 
activity by unions. 

Early in its history labor attempted to form political parties that 
would be independent of the two major parties. As early as 1828 
such parties appeared in New York, Massachusetts, New Jersey, 
and some western states. These were spontaneous local move¬ 
ments of short duration. In 1872 the National Labor Union estab¬ 
lished the ineffective Labor Reform Party. 

The next attempt to form an independent labor party was made 
at the end of World War I. Events in Europe helped set the stage 
for it. Germany and Russia had each experienced successful revo¬ 
lutions inspired and led by the Left. Even in England the Labor 
party was gaining in strength until it eventually took over the 
reins of the government. Everywhere democracy was interpreted 
to include greater control of the government by the people. 

In 1918 Chicago was the center of agitation. The Independent 
Labor party was organized for the mayoralty campaign that year. 
The following year it was expanded into the Labor party of Illi¬ 
nois. It proposed a fourteen point program that called for a mini¬ 
mum wage law; government ownership of utilities, mines, banks, 
and insurance companies; and reduction in the cost of living. 

New York City also responded to the spirit of the times. There, 
labor organized a party in 1919. It adopted a similar but less radi¬ 
cal program than the one proposed in Chicago. The movement 
spread among other states, particularly in the North and Middle 
West. 

In November of the same year, a convention of delegates from 
the various state parties was held in Chicago for the purpose of 
launching a national labor party. Out of this movement grew the 
Farmer-Labor party of the United States, which advocated an 
8-hour day and a 40-hour week. It also urged abolition of the Sen¬ 
ate, limitation of the power of the Supreme Court, government 
ownership of public utilities, the use of collective bargaining, and 
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so on. The party had the support of fifteen state labor parties in 
addition to liberals outside of the labor movement. 

The Farmer-Labor party, however, did not have the support of 
the members of the American Federation of Labor which was, at 
the time, the most influential labor organization. As a result, the 
new party met with little success in the presidential election of 
1920. It polled slightly over a quarter of a million votes in the en¬ 
tire country. Thus, the attempt to form a successful labor party 
did not materialize. 

It seemed that the very spirit of revolution that swept through 
Europe and stimulated American labor leaders to work in behalf 
of a third party boomeranged against labor. In the minds of many 
Americans the revolutions in Germany and Russia created a fear 
that similar revolutions might occur in this country. Fear worked 
against the formation of a labor party. 

Following the economic collapse of 1929, some labor leaders re¬ 
vived the hope of forming an independent party, but the New 
Deal punctured their dreams by including in its program many of 
the former demands of labor. Among these were proposals for 
minimum wage laws, collective bargaining, and social security. 
In Minnesota, Wisconsin, and New York, however, local inde¬ 
pendent labor parties won short-lived success. 

Nonpartisan Political Action. Labor has had greater success 
with indirect political action than with labor parties. Adhering to 
Gompers’ policy of rewarding labor’s friends and punishing its 
enemies, the AFL tried bv lobbying and directing the vote of the 
worker to gain for labor the things that it could not hope to gain 
as an independent party. It brought pressure upon both major 
political parties to nominate candidates and to stand for legisla¬ 
tive programs agreeable to labor. It maintained lobbies in the leg¬ 
islative capitals so that it could directly influence legislation. It 
sought to influence the President of the United States and the 
governors of the states to appoint administrators that were favor¬ 
able to labor. In return the AFL offered its support at elections. 

Labor and the New Deal. Having been given legal recognition 
by the National Labor Relations Act and having otherwise bene¬ 
fited by New Deal labor legislation, the AFL and the CIO voted 
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consistently for Franklin D. Roosevelt and the Democratic party. 
In 1936 under the leadership of John L. Lewis and the CIO, La¬ 
bor’s Nonpartisan League was founded. Claiming to represent 85 
per cent of the organized workers of the country, its immediate 
objective was the re-election of President Roosevelt and Governor 
Lehman of New York. Its long-range aim was to act as an agency 
that would encourage liberalism by the nonpolitical means of edu¬ 
cation and propaganda. At first the League was supported by both 
the AFL and the CIO. Later, as the rift between the two labor 
organizations became more pronounced, the CIO dominated the 
League. Because of this, William Green urged members of AFL 
unions to withdraw from it in 1938. 

During the same year the congressional elections returned to 
Congress a large number of men opposed to Roosevelt and the 
New Deal. This was interpreted as the beginning of a so-called 
“conservative trend,” that is, a swing away from the pro-labor and 
the spending policies of Roosevelt. The power of Labor’s Nonpar¬ 
tisan League naturally diminished. Although Roosevelt was re¬ 
elected in 1940, the conservative trend continued. In the election 
of 1942 the New Deal lost so many seats in Congress that the ma¬ 
jority of the lower house, made up of Republicans and Southern 
Democrats, was anti-Roosevelt for the first time since the New 
Deal came into power. 

Organized labor attributed the results of the 1942 election to 
indifference of the workers who were said not to have turned out 
to vote. To counteract this apathy, labor decided to play a more 
active role on the political battlefront in the 1944 elections. Sidney 
Hillman, President of the Amalgamated Clothing Workers of 
America, a CIO union, launched a new organization. It was chris¬ 
tened the Political Action Committee (PAC) of the CIO. It 
claimed to be nonpartisan. Its first program was to educate the 
workers to the necessity of registering to vote so that the mistakes 
of the 1942 election would not be repeated. Like its predecessor. 
Labor’s Nonpartisan League, it dedicated itself to the re-election 
of President Roosevelt, relying chiefly upon a campaign of educa¬ 
tion and propaganda. 

To finance its campaign, PAC asked for contributions from un- 
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ion members. Its opponents said this was contrary to the provi¬ 
sions of the Smilh-Connally Act. The United States Department 
of Justice ruled, however, that there was no violation of the act by 
the PAC. Later the organization changed its name to the National 
Citizens’ Committee for Political Action and invited contribu¬ 
tions from all interested groups or individuals. 

As the political campaign of both political parties got under 
way, the PAC and its leaders were vigorously attacked as being 
under the influence and the direction of the communists. The 
PAC said that this was only an attempt to get the most out of an 
election campaign. In addition to being active in presidential cam¬ 
paigns, the PAC became active in local politics by trying to arouse 
public interest in the enforcement of civil rights and by trying to 
elect labor leaders to local and state offices. 

Whether or not the Taft-Hartley Act completely excludes labor 
unions from political activity such as has been described above is 
not clear yet. 

WELFARE, CULTURAL, AND EDUCATIONAL ACTIVITIES 
OF ORGANIZED LABOR 

In order to strengthen unionism and, at the same time, make 
beneficial services available to the worker, organized labor has 
from time to time carried out various welfare, cultural, and educa¬ 
tional programs. From the beginning trade-union leaders sought 
to make unions serve as something more than instruments of col¬ 
lective bargaining. They used their organizations to promote so¬ 
cial and cultural contacts among the members by providing them 
with recreational opportunities, such as outings, picnics, club- 
rooms, dances, and parties. They made small benefits avail¬ 
able to workers during periods of unemployment resulting from 
illness and strikes. They set up schools for the education of the 
workers in which labor and trade-union philosophy was empha¬ 
sized. 

In education labor has set up schools that teach the phases of 
the history of labor and labor problems that it thinks are inade¬ 
quately covered or not covered at all in our schools and colleges. 
It was felt by labor educators that the existing policies of boards 
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of education were intended to reflect the viewpoint of the em¬ 
ployer instead of that of the worker. 

For a time labor leaders argued that trade-unionism had been 
regarded as a controversial subject that was not to be discussed 
in too much detail in the classroom. The heroes of the American 
economic battles were rarely labor union leaders. Frequently, stu¬ 
dents were made to feel that riots and strikes were always to be 
associated with unions. It was to counteract this trend and to in¬ 
crease labor solidarity that the American Federation of Labor and 
other unions established workers’ schools and labor colleges. 

In Kansas City, Missouri, Rockhurst College inaugurated a 
4-year course leading to a Bachelor of Science degree in industrial 
relations. For the first 3 years of this program the student follows 
a regular curriculum, majoring in economics. During the last year 
he specializes in industrial relations, taking such courses as prin¬ 
ciples of jurisprudence, history of American industrial society, job 
analysis and wage policies, industrial psychology, and personnel 
management. 

In 1942 Harvard University started what are known as the Har¬ 
vard Union Fellowships. These make it possible annually for fif¬ 
teen trade-union representatives, selected by their own unions, to 
take seminar courses in trade-union problems and industrial rela¬ 
tions. The fellowships were designed as an experiment in labor 
education to which the Carnegie Corporation contributed $7,500. 

Similar to the Harvard plan is the one established by the New 
York State School of Industrial and Labor Relations at Cornell 
University in 1945. The school was established in accordance with 
a New York law that was adopted to promote better employer- 
employee relations. The curriculum outlined by the law includes 
instruction in the history of employer-employee relationships, the 
principles of sound labor relations and organizations, the laws re¬ 
lating to industry and labor, and the rights and obligations of both 
employer and employee. 

An editorial in the New York World-Telegram said of the New 
York plan: 

This country pays a terrible penalty because on both sides of the labor- 
management table there are so many men who have not yet gained 
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true understanding of their duties and responsibilities. Employers and 
workers must learn to behave as intelligent partners, not as enemies. If 
New York’s school can teach that lesson, other states well may emulate 
its example. 1 

Conscious of the tremendous propaganda power of the printed 
word, labor has attempted also to operate several newspapers and 
magazines. The People’s Press and the Journal of Electrical Work¬ 
ers and Operators are examples of labor’s various tabloid news¬ 
papers. The circulation of these papers, however, is usually lim¬ 
ited to the members of the unions that publish them. 

FUTURE OF LABOR RELATIONS 

Since the 1930’s labor’s position has obviously improved. Social 
security and unemployment compensation have made sick and 
strike benefits less important than they were formerly. The auto¬ 
mobile, the radio, and the movies have lessened the importance of 
relying upon picnics and outings as recreational outlets. Schools 
and colleges have come to regard labor as a subject of general in¬ 
terest and include it as a regular course in their programs of study. 
Many newspapers and magazines report labor news as it happens, 
and some champion labor’s cause editorially. 

A study of labor history suggests that organized labor will prob¬ 
ably continue to have an increasing share in all the phases of our 
social, economic, and political life. Although labor is still divided, 
the split is more in the leadership than in the rank and file of the 
workers. In some respects the lack of unity has been of some bene¬ 
fit to the country, for it tended to bring out the best efforts of each 
wing of labor during World War II. 

The government has legalized unions and given them official sta¬ 
tus. Many employers, previously hostile to labor unions, have 
come to recognize certain advantages in collective bargaining, in 
the reduction in strikes, and in the assumption of responsibility 
by unions for keeping the individual worker in line with contract 
provisions. It may be true that some employers are not yet con¬ 
verted to this point of view. It may also be true that some unions 

1 Reprinted from the New York World-Telegram, Feb. 19, 1944. 
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require house cleaning. Additional legislation may be needed and 
probably will be forthcoming. If so, its nature will depend upon 
the degree of cooperation which both labor and the employer give 
to the common cause—the welfare of the country. 

QUESTIONS 

1. Of what importance is the study of labor and industrial rela¬ 
tions? 

2. Explain how the industrial revolution was to a large degree 
responsible for the development of labor unions. 

3. What were some of the aims of the early labor unions in the 
United States? 

4. Describe the attitude of the government toward the early labor 
unions. 

5. Why did the Knights of Labor fail as a labor organization? 

6. How does the AFL differ from the usual labor union? 

7. Explain the difference between a craft union and an industrial 
union. 

8. Explain how the CIO came into existence. 

9. What is meant by a jurisdictional labor dispute? 

10. Name and identify the outstanding labor leaders of today. 

11. Define briefly: collective bargaining, union recognition, picket 
line, sympathetic strike, sit-down strike, general strike, closed 
shop, sabotage, preferential shop, open shop, boycott, union 
label, checkoff, company union, yellow dog contract, seal), lock¬ 
out, black list, injunction. 

12. Mention three frequent causes of industrial disputes. 

13. What laws have been passed by the Federal government since 
1930 dealing with employer-employee relations? 

14. What are the duties of the NLRB? 

15. Why is it important that all labor-industrial disputes be settled 
peacefully? 
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16. Define: direct negotiation, mediation, conciliation, arbitration. 

17. Contrast the traditional attitudes toward politics held by unions 
in the United States and Europe. 

18. List some of the demands that labor parties have made. Which 
ones have been realized? 

19. List arguments for and against the formation of an independent 
labor party in the United States. 

20. Describe some of the cultural and educational activities of 
organized labor. 

FOR FURTHER STUDY 

A. Suggested topics for reports: 

1. The Pullman Strike of 1894 

2. The Railroad Strike of 1902 

3. The Railroad Strike of 1943 

4. The Sit-down Strike of 1937 

5. The Wagner Labor Relations Act 

6. The Use of the Injunction in Labor Disputes 

7. How to Promote Industrial Peace 

8. Industrial Unionism vs. Craft Unionism 

9. The Open Shop vs. the Closed Shop 

10. The Knights of Labor 

11. The IWW 

12. The Arbitration of Labor Disputes 

B. Other activities: 

Write a brief biographical sketch of any of the following: William 
Green, Samuel Gompers, Eugene V. Debs, John L. Lewis, Robert 
La Follette, Philip Murray. 
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Chapter 7: BUSINESS CYCLES 
AND DEPRESSIONS 


At no time in history has man been free from fear of economic dis¬ 
aster. In the past, floods, earthquakes, fires, droughts, and pesti¬ 
lences of one kind or another periodically plagued him. In India, 
China, and other countries where the means of production have 
not yet been greatly changed by the industrial revolution, the 
fight for existence is still grim. The fear of nature-produced dis¬ 
asters is still great. Thousands of people still die yearly from hun¬ 
ger and starvation. In the United States and other countries where 
science and invention have transformed nature from an enemy to 
an ally, the struggle for existence is becoming less severe for a 
greater number of people. 

Although tragedies caused by nature have not altogether been 
eliminated, they happen less frequently and have become less im¬ 
portant in our daily lives. We have fewer epidemics of the kind 
that wiped out whole communities in the Middle Ages. We can 
more easily control fires, floods, and droughts. When a disaster 
does occur, we recover more quickly from it; the human suffering 
is, therefore, less. Newspaper and movie accounts of Red Cross 
relief work in communities that have suffered floods, earthquakes, 
and fires give evidence of our increased efficiency in dealing with 
such disasters. 

It seems, however, that nature never opens one door without 
closing another. The human sufferings caused by floods, disease, 
and droughts have given way in our industrial society to other ills 
that have in many respects equally disastrous effects. Among these 
are our so-called “economic depressions,” which, ever since the in¬ 
dustrial revolution, have been increasing in scope and in intensity. 
The most recent one, for instance, affected the whole world dur¬ 
ing the 1930’s. In this country alone it resulted in mass unemploy- 
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This is an artist’s portrayal of the grim tragedy of the great plagues 
that repeatedly wiped out entire communities in the Middle Ages. 
Victims fall by the wayside, while passers-by are notified by the cross 
on the door that the home is stricken by disease. Scientific advance¬ 
ment makes such tragedies of nature less frequent today. 

ment of about 13K million people, the closing of thousands of 
banks, the shutting down of thousands of factories, and the lower¬ 
ing of the income of the nation by about half. 

ECONOMIC SYSTEMS 

The way in which a society is organized to produce and distrib¬ 
ute goods and services is called its economic system. We have rec¬ 
ognized that the basic function of any economic system is to sat¬ 
isfy man’s physical needs, to provide him with food, clothing. 
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We have learned to deal with floods and fires. Their victims receive 
prompt , effictent care. 

shelter, and the means for maintaining health and social well¬ 
being. Two conclusions naturally follow: 

1. One economic system is better than another if it provides for 
the needs of an increasing number of people without inter¬ 
ruption and without periodic individual or mass suffering. 

2. One economic system is superior to another if, in addition to 
the above, it is able to satisfy to an increasing degree man’s 
educational, recreational, spiritual, and social wants. 

The test of a well-operating economic system is whether it can 
maintain a steadily rising standard of living for an increasing pro¬ 
portion of the people it serves. The standard of living will rise 
only if a growing supply of goods and services is available to an in¬ 
creasing number of people. 

In reviewing history we find that at no time has there been an 
economic system that has done these things to perfection. We find 
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The American Indians equipment for grinding grain was simpler 
than that in use today. The kinds of tools and machinery men use help 
to determine how well they can satisfy their economic needs. 

that the degree to which any known economic system has been 
able to meet these conditions has depended upon three factors: 

1. The natural environment in which man found himself—the 
part of the world in which he lived, the climate, the richness 
of the soil, the presence of rivers and lakes, and the minerals 
beneath the ground. 

2. Man’s skill in production—the kinds of tools and machinery 
he invented and his ability to use them. 

3. Man’s organizational powers—the kinds of political and social 
organizations he developed and used. 

Environment was the all-important factor before the industrial 
revolution. Man had not yet found ways and means of using many 
of the forces of nature for his own benefit. The extent to which he 
could satisfy his physical wants depended largely on what nature 
gave him. Early civilizations like those of Egypt and Babylon, for 
example, were centered around soil-enriched valleys of large 
rivers. Even in these valleys irrigation was necessary. Where cli¬ 
matic conditions and soil were not favorable for agriculture, as in 
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Although we have learned to cope with many disasters brought by 
nature, our recent history suggests that we have not yet mastered eco¬ 
nomic distress Long lines of unemployed men waiting to be fed were 
common sights in the economic depression of the 1930’s. 


the Sahara or in extremely cold regions, populations were sparse 
or nonexistent. 

The part of the world in which a particular people live still 
strongly affects their ability to produce all the goods and services 
that are needed. Yet man’s increased control of nature and his 
ability to organize are continually assuming more and more im¬ 
portance. A comparison between what our country can produce 
today and what it produced at the time of Columbus shows the 
importance of these two factors. The climatic conditions and the 
natural resources are about the same now as they were then. Yet 
the differences in the standards of living at these particular times, 
as well as the differences in the sizes of the populations that the 
country supported, are almost beyond comparison. 

The reason for the variation probably does not lie in the claim 
made by some, that the American of today is more intelligent than 
the Indian of yesterday. It lies in the fact that we have at our dis¬ 
posal today accumulated knowledge and skill that the Indian did 
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not possess. The same is true of the Russian of today compared 
with the Russian of czarist days. It will probably be true of the 
Chinese and Hindus of the future compared with the Chinese and 
Hindus of today. 

We have already seen that science and invention in the form of 
technological changes together with our improved ability to or¬ 
ganize have decreased the severity of our struggle for mere exist¬ 
ence. They have lessened suffering from natural disasters such as 
floods. Yet they have not altogether done away with mass hard¬ 
ship that results from depressions. 

WHAT ARE BUSINESS CYCLES? 

The most recent depression and the ones before it were phases 
or parts of what economists call business cycles. Simply defined, 
business cycles are periodic changes in business conditions that 
usually include the following four stages of business activity: 

1. Period of prosperity 

2. Period of liquidation or crisis 

3. Period of depression 

4. Period of recovery (leading to a new period of prosperity) 

When we break the business cycle down into four periods, we 
merely label what takes place during the cycle. We do not explain 
why one phase leads into another. Economists and historians have 
been puzzled frequently as to the actual causes of business cycles. 
The most that has been done to date by way of finding these 
causes has been to analyze the main events leading from one 
phase of a cycle to another. In this analysis some events stand out 
as the most important causes. 

We discover that the severity of depression periods increases as 
people become more dependent upon each other. The more ma¬ 
chines we introduce, the more division of labor we begin to have. 
As division of labor spreads, individuals and communities become 
more dependent upon each other. As people become more de¬ 
pendent upon each other, business depressions become more 
severe. 

Some economists think that this increasing economic interde- 
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pendence is a cause of depressions. At any rate, under the more 
simple forms of life before the industrial revolution, business 
cycles, as we understand them today, were unknown. In those 
days there was little interdependence because each person or each 
community was nearly self-sufficient. A community may have 
been more prosperous at one time than at another because nature 
was more or less bountiful. In times of floods or droughts, when 
people of certain communities were deprived of their belongings 
and the means of making a livelihood, there were poverty and un¬ 
employment. But these depressions, if we may call them depres¬ 
sions, were obviously produced by nature. Although they hap¬ 
pened time and time again, they did not occur at regular intervals. 
They did not grow out of man’s ways of doing business. 

Period of Prosperity. As we learned in reading about money and 
banking, most modern business is conducted on some form of 
credit. People buy homes on credit. They start new enterprises on 
credit. Businessmen buy and sell goods on credit. In times of pros¬ 
perity, when everybody is making money, there is naturally a 
great deal of confidence in the ability of people to make good on 
credit that is extended to them. Building contractors sell newly 
built homes to workers who make arrangements to pay for them 
out of their future earnings. Businessmen, feeling the urge to in¬ 
crease their profits, enlarge their plants, and frequently borrow 
money for that purpose. Interest rates rise in the meantime. 

In the same spirit of confidence, other people organize new en¬ 
terprises, investing what money they have and borrowing what 
they do not have. For a while this spirit of confidence continues. 
Credit is built upon credit, and business continues to boom on fu¬ 
ture expectations. 

Period of Liquidation. Then something begins to happen, usu¬ 
ally slowly and almost unnoticeably at first. Some businessmen, 
more cautious by nature or perhaps fearing the possibility of fu¬ 
ture collapse, begin to cut down production. They try first to sell 
the stocks of goods they have on hand. A few employees are laid 
off, or their hours of work are reduced. At the same time some 
businessmen may have overestimated future sales. As a result 
they are unable to repay the money they have borrowed. The 
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banks become cautious and refuse to renew the loans. In order to 
get cash, the business establishments affected begin to cut the 
prices of their products. 

To compete successfully with lowered prices, other businesses 
must reduce their prices. Some of them may go bankrupt. Others 
are forced to save money by cutting overhead expenses and laying 
off workers. The banks become still more cautious and tighten up 
on further loans because of a lack of confidence that the credit 
they extend, the loans they make, will be repaid. More businesses 
are affected and more people are thrown out of work. The down¬ 
ward sweep has begun and is gaining in speed. 

Period of Depression. In the meantime, many of the workers of 
the affected businesses are without jobs. They leave their real 
estate taxes unpaid. They cannot make the payments on their 
mortgages. They make fewer and smaller purchases from stores. 

As sales drop, prices are lowered and stores begin to buy less 
from wholesalers and producers. Factories reduce production be¬ 
cause the goods cannot be sold. More people are thrown out of 
work. More business establishments cut production or go bank¬ 
rupt. More workers are thrown out of jobs. Savings are withdrawn. 
Prices drop lower and lower. Banks can’t meet their obligations, 
and they begin to close their doors. Business continues to drop to 
the point of supplying only the bare necessities of life. The de¬ 
pression period has arrived. 

Period of Recovery. This state of affairs continues until a mild 
degree of confidence returns. Plants begin to expand slowly. Some 
new enterprises are started by the more daring. Some of the un¬ 
employed get jobs. Sales begin to increase. Production begins to 
increase. More people find employment. Homes are painted and 
renovated. Department store sales increase. New homes are again 
being built. Employment increases. Gradually the depression is 
forgotten, and society is ready once more for the period of pros¬ 
perity and the beginning of a new cycle. 

WHY DO WE HAVE BUSINESS CYCLES? 

The preceding description of the four periods of the business 
cycle is obviously much too simple an explanation. The underly- 
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ing causes that bring about cycles in business are much more com¬ 
plex and not so easily discernible. Economists, writing on this 
subject, have advanced several theories that attempt to explain 
the periodic occurrence of business cycles. Some of them are dis¬ 
cussed below . 1 

The Physical Cause Theory. This theory attributes business 
cycles to the periodic occurrence of sunspots about every ten 
years. The sunspots cause changes in climatic conditions, which 
in turn affect crop production to the extent of bringing about 
alternating periods of business prosperity and business depression. 
There are objections to this theory as well as to a similar one at¬ 
tributing the cause of business cycles to periodic change in rain¬ 
fall. Agriculture is a less important factor in our present economic 
system than it was when the sunspot theory was first advanced. 
Business cycles do not occur with the regularity that this theory 
assumes. 

The Overproduction Theory. This theory, also called the under¬ 
consumption theory, was first proposed by Marxian socialists. 
They contend that the recurrence of business cycles is caused by 
the system of production for profit. Under such a system, they say, 
national wealth is unevenly distributed. The greater part goes to 
property owners, who cannot possibly consume all that is pro¬ 
duced. This group invests its excess wealth in further production. 
The result is an oversupply of automobiles, clothing, furniture, 
and other kinds of consumers’ goods. 

This overproduction results in periodic decreases in production, 
increase in unemployment, and lowering of prices. A period of de¬ 
pression thus sets in until the excess of goods is disposed of. After 
a few years, consumption catches up with production, prices be¬ 
gin to rise, and prospects for profits become favorable once more. 

Critics of this theory point out that what actually takes place is 
not overproduction, but misdirected production. Overproduction 
exists only when the goods produced are not wanted, which has 
rarely been the case. The goods are wanted, but they cannot be 

1 Adapted in part from Economic Problems of Modern Life by S. H. 
Patterson and K. W. H. Scholz. By permission, McGraw-Hill Book Com¬ 
pany, Inc., New York. Copyrighted, 1937. 
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sold at a profit since many people do not have enough money to 
buy all they could use. An illustration of this state of affairs was 
seen during the recent depression when millions of people were 
living below the subsistence level, yet millions of dollars worth of 
agricultural products were destroyed in order to keep prices up. 

The Capitalization Theory. According to this theory, the main 
cause of business cycles is the fact that production is based on 
expected demand, which is largely a matter of guesswork. Mis¬ 
taken estimates may cause a business to enlarge its plants more 
than is justified by the actual demand for its products. Since busi¬ 
ness is not sufficient to support the additional plant equipment, 
the laying off of employees and even bankruptcy naturally follow. 

The Self-generating Theory. The self-generating theory has been 
stated in a variety of ways. It assumes that the business cycle is a 
natural characteristic of the type of economic system that we have. 
In each phase of the cycle there are factors that generate or create 
the next succeeding phase. When there is a large amount of 
money available for credit, prosperity follows. When the supply 
of credit is exhausted, a depression occurs. 

Critics of this theory accept in part the explanation that one 
phase of the business cycle has in it factors that produce the next 
phase. They introduce as a new element, however, the need for 
stimulants to business in periods of recovery in order to produce 
prosperity. These stimulants, which lead to an increase in the de¬ 
mand for goods, may be wars, the development of new consumers’ 
goods, the introduction of new machinery, or new and improved 
methods of using natural resources. The extent to which stim¬ 
ulants to business activity are developed affects the length of the 
period of prosperity and the succeeding phases of the business 
cycle. 

A study of all these theories shows that they have certain ele¬ 
ments in common. It also shows that none is a fully adequate ex¬ 
planation of the causes of business cycles. The theories all agree 
that the depressions are in some manner tied up with production 
and distribution. 

Whether we attribute the business cycle to overproduction or 
misdirected production, underconsumption or maldistribution. 
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production for profit or production in anticipation of demand, 
they are all part of one and the same problem. 

Something seems to be wrong. We have the capacity and means 
to produce enough for everyone, yet we have to face periodic 
slumps in business activity . 2 To assume that this needs to be so 
and to resign ourselves to it is not characteristic of a progressive 
people. We must continue to study the problem with the hope 
that we can eventually solve it. 

WARS, TECHNOLOGICAL CHANGES, AND 
BUSINESS CYCLES 

Historians, and economists have noticed that political and social 
crises, such as wars and revolutions, are usually followed by de¬ 
pressions. Depressions often follow periods in which new ma¬ 
chinery and new methods of work are rapidly introduced. The 
immediate effects of war usually include rising prices, increased 
employment, and greater production. War brings about a need for 
unusual quantities of weapons, food, clothing, vehicles, and other 
supplies for the armed forces. In order to secure manpower to pro¬ 
duce such quantities of goods, industry increases wages. High 
wages produce increased demands for civilian goods. Civilian 
goods are scarce because most of the products of industry are used 
for warfare. The combination of a shortage of civilian goods, full 
employment, and high wages causes prices to rise. 

The national income becomes inflationary; that is, the value of 
the dollar decreases since there are fewer goods available for pur¬ 
chase. During World War II, for example, there was a fairly good 
distribution of the necessities of life in the United States. The pro¬ 
duction of luxuries was correspondingly reduced. A system of pri¬ 
orities, rationing, and price fixing by the government contributed 
to this equalization. The standard of living of a large number of 
people was lowered, however. Those with fixed incomes or sala¬ 
ries did not receive a proportionate share of the rising wages. 

2 It has been shown that even in the year 1929, the highest peak in 
production in United States history before World War II, actual produc¬ 
tion in this country was only 80 per cent of the country’s capacity to 
produce. 
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War and Depression. Depression does not usually set in imme¬ 
diately after a war ends. For a time there is a great demand for 
civilian goods because during the struggle their production had 
been reduced. There is also an increased demand for new homes 
and the repair of old homes. The returning soldiers are easily ab¬ 
sorbed into employment by the productive boom. Savings are 
used for the purchase of some of the things denied people during 
the progress of war. But after a while, perhaps years later, pro¬ 
duction again reaches a peak. Purchasing power is not great 
enough for people to buy all that is being produced. Then the pe¬ 
riod of depression sets in, as it did not only in this country, but in 
the world at large following World War I. 

Next to providing for world peace, preventing depressions is 
the chief problem occupying the attention of both government 
officials and industrial leaders. 

The problem of depression is a national and an international 
one. International trade and international finance are closely 
linked to it. There is also a psychological or emotional factor in¬ 
volved. During a war, in spite of some differences of opinion and 
some profiteering on the part of certain individuals, a country is 
united. The temper and feeling of the people are highly stimu¬ 
lated. Everyone is working toward the same goal—victory and the 
return of loved ones. But after the war there is a psychological or 
mental letdown. 

Returning soldiers begin to compare their sacrifices with those 
of the people who remained at home. Relatives of nonretuming 
soldiers or of soldiers maimed for life make similar comparisons. 
Once victory is won, selfish interests once more begin to maneuver 
for positions of advantage. The war-stimulated temper of the peo¬ 
ple drops to normal or below. Fear about the future is recalled by 
the memory of events that followed earlier wars. Greater competi¬ 
tion for jobs creates lack of confidence and greater cautiousness. 
All this affects business in general and, together with all the other 
effects of the war, contributes toward a general slump in business. 

Technology and Depression. Technological changes, changes in 
ways of production resulting from the use of new machinery, have 
already been referred to in the discussion of theories of business 
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cycles. These changes are always present in our industrial society. 
The introduction of new machinery and new industrial methods 
help to increase production per unit of labor and per unit of time. 
Technological improvements are desirable since in the long run 
they make possible a rising standard of living. Any far reaching 
technological change, however, may cause temporary unemploy¬ 
ment and the temporary glutting of the markets for the particular 
products concerned. 

Economists often disagree as to the relationship between tech¬ 
nological improvements and periodic unemployment. Some argue 
that the demand for the newly created machines and their prod¬ 
ucts increases employment. That, obviously, is true in the long 
run. The fact remains that many workers who are laid off by the 
introduction of new machinery may not immediately be able to 
find new jobs in other industries, or they may not be able to find 
jobs that pay as well. Some of them have spent years acquiring 
special skills, and it may be a grim task for them to retrain them¬ 
selves to acquire new skills demanded by new industries. This 
should not be used as an argument against technological improve¬ 
ments, however. Rather it is a reason for searching for ways of 
counteracting the temporary ill effects of technological progress. 

BUSINESS CYCLES IN OUR HISTORY 

Between 1796 and the beginning of World War II, there was a 
procession of business cycles in the United States. As we look back 
upon them, we see that the longest ones were those in which the 
business depressions were most severe. The depressions were usu¬ 
ally preceded by crises such as the sudden collapse of the stock 
market that shook the country in 1929. 

Economists disagree as to the exact number of business cycles 
that have appeared in our history. It is difficult to say whether cer¬ 
tain brief periods of business fluctuation were distinct cycles or 
parts of larger shifts in business conditions. It can be said, how¬ 
ever, that each of eight panics that dot our history was a part of 
a distinct cycle. We shall consider them briefly. 

The Panic of 1819. A partial cause of the crisis of 1819 was the 
sudden glutting of the market with English manufactured goods 


BUSINESS CYCLES AND DEPRESSIONS 165 



after the War of 1812. During the war and for a number of years 
before it, the United States built a large number of factories. This 
measure was necessary in order to offset the lack of imports from 
England that resulted from the Napoleonic Wars. Following the 
war, normal trade with England was resumed. English manufac¬ 
tured goods could again be shipped to America where they com¬ 
peted with the products of our industries. Since American indus¬ 
tries at that time were not protected by tariffs (taxes on imports), 
they fared badly in this competition. 

Congress had failed to renew the charter of the First United 
States Bank, and people were forced to rely upon a national cur¬ 
rency made up of state bank notes. The soundness of the state 
banks was not always adequately safeguarded, so there was little 
faith in their ability to make good on these notes. Prices rose to 
abnormal heights. Deflation accompanied the establishment of 
the Second United States Bank. The result was a business crisis 
followed by a depression that lasted for several years, although it 
was less severe than the one that followed. 

The Panic of 1837. The panic of 1837 was especially severe. 
Following the election of Andrew Jackson to the presidency, the 
country had experienced a wave of business prosperity. Our for¬ 
eign trade exceeded all previous records. The national debt had 
been completely paid off as a result of the increase in custom 
duties on foreign imports and the revenue derived from the sale 
of western lands. There was a period of inflationary prosperity 
that saw individuals and even state governments borrowing 
money to invest in new land. Building construction increased and 
many new businesses came into existence. 

Banks grew in number, particularly in the West. Many of these 
"wildcat” banks made borrowing easy and issued notes needed 
for the expansion in business. The added currency was mistakenly 
regarded as evidence that the country’s wealth was increasing. 
Such conditions further encouraged the inflationary trend. 

Pin-chases of western land boomed with payments made in in¬ 
flated notes issued by the western banks. While land buying was 
at its height, a dispute arose between Andrew Jackson and the 
Second United States Bank. As a move in opposition to the bank. 
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Mining gold in California in 1849. Prices in the United States rose 
sharply as a result of the great quantities of gold that were discovered 
in California. 

he issued in 1836 his famous Specie Circular, ordering the Treas¬ 
ury to accept only gold and silver coin in payment for land. 

Since the western banks did not have the gold and silver with 
which to redeem the notes they had issued, the land boom col¬ 
lapsed. Building projects were dropped. Railroad construction 
was discontinued and thousands of workers were thrown out of 
work. In 1837 one New York paper reported that nine-tenths of 
the factories in the eastern states had closed their doors. In New 
York City and in Philadelphia starving people broke into ware¬ 
houses and dumped barrels of flour into the streets. Bank failures 
increased until over 600 banks closed their doors. It took several 
years for the country to recover from this depression and return 
to normal business operations. 

The Panic of 1857. Historians are not agreed on the major cause 
of the panic that occurred in 1857. Several conditions are given as 
contributing causes. One was the overexpansion of railroad con¬ 
struction far beyond the existing needs of the country. Between 
1830 and 1860 well over a billion dollars were invested in rail- 
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roads. A second factor was the tariff law of 1857 that lowered 
duties on imports. A third was the discovery of gold in California, 
which stimulated a sudden rise in prices. 

The crisis came in August, 1857, when the New York branch of 
the Ohio Life Insurance and Trust Company went bankrupt. 
Since the company had about 5 million dollars invested in railroad 
loans, many of the western railroads went into bankruptcy. New 
York City experienced a run on the banks that forced many of 
them to discontinue paying out money to their depositors. All told 
there were over 5,000 bank failures, and thousands of men were 
thrown out of work. Some of the unemployed marched with ban¬ 
ners demanding “work or bread.” 

The Panic of 1873. The period between the end of the War be¬ 
tween the States and the close of President Grant’s administration 
saw the beginning of the rise of big business. It was also a period 
when the United States first began to experience large-scale cor¬ 
ruption in government circles. It was the time of the Tweed Ring 
and the Credit Mobilier, which you may recall from your study 
of American history. In the White House was a man who, al¬ 
though he had been an excellent general on the battlefield, was an 
unsuccessful leader on the civilian front. The way was open for 
dishonest men who were interested in the advancement of their 
own selfish ends. 

At the end of the War between the States, all signs seemed to 
point toward a period of prosperity. The country was united 
again. Westward expansion, railroad construction, and the exploi¬ 
tation of the newly discovered petroleum and mineral deposits, 
which were all temporarily halted by the war, could again be re¬ 
sumed. 

But the desire for big profits harassed the country. Dishonest 
promoters sold worthless stock in new oil and gold mines. The de¬ 
sire for riches caught many a gullible investor. The pretty, gold- 
lined, ribbon-decorated stock certificates were attractive. Rival 
Wall Street financiers and railroad magnates like Jay Gould and 
Jim Fiske sought to gain control of the country’s railroads. They 
tried to control the Treasury’s gold supply by bribery. A frenzy of 
speculation swept through the nation. 
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The cartoonist, Thomas Nast, helped to arouse public protest against 
the activities of New York's Tammany Hall, which was under the con¬ 
trol of “Boss” William Tweed in the lS7ffs. In this drawing the tiger, 
representing Tammany Hall, is trampling and tearing a figure that 
represents good government. Tweed was imprisoned for the theft of 
millions of dollars from public funds. 

The crash came when a stock brokerage and banking house, Jay 
Cooke and Company, failed. The next day nineteen other broker¬ 
age firms failed. The New York Stock Exchange was forced to dis¬ 
continue operation for ten days. But that was only the beginning. 
Banks, business houses, and railroads went into bankruptcy. 

The depression lasted about 5 years, during which time fac¬ 
tories and mills lay idle, property values declined, and workers 
were unemployed. 

Davis R. Dewey writes of the panic of 1873 as “more than a 
panic; it was the beginning of a long period of financial and indus¬ 
trial depression, in many ways the logical outcome of ill-adjusted 
production and inflated credit.” 3 He concludes, however, that two 

8 Dewey, Davis R., Financial History of the United States. Longmans, 
Green & Co., Inc., New York. Copyrighted, 1934. 
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other factors played an important role in bringing about this 
crisis: 

1. Expansion in wheat-growing areas similar to ours in Russia 
and South America, together with the opening of the Suez 
Canal, brought about sudden unexpected shifts in trade. 

2. Restriction of our cotton exports caused by the war curtailed 
our chief means of paying off our increased foreign debt. 

These observations are important in that they point out for the 
first time the effects of world-wide developments upon business 
cycles. 

The Panic of 1893. Although overspeculation, inflated credit, 
and overinvestment in risky enterprises contributed to it, the 
panic of 1893 is usually associated with the country’s policies deal¬ 
ing with gold and silver. In 1890 the silver advocates were suc¬ 
cessful in passing the Sherman Silver Purchase Act, making it 
compulsory for the Secretary of the Treasury to purchase 4'i mil¬ 
lion ounces of silver each month. The notes issued on this silver 
were to be legal tender and therefore redeemable in gold. The re¬ 
sult, which you will understand from your study of Gresham’s law 
(page 58), was that gold began to disappear. By 1894 the gold 
reserve of the United States Treasury dropped to below 40 million 
dollars. Faith in the government’s ability to continue to redeem 
its promises consequently began to diminish. 

In 1893 the British government discontinued the free coinage 
of silver in the mints in India. Immediately the price of silver 
dropped and our western silver mines were forced to shut down, 
throwing their employees out of work. This, added to the already 
existing doubt of the government’s ability to meet its financial 
promises, brought about the panic. 

Hundreds of banks and thousands of commercial houses failed. 
The railroads again gave evidence of their financial weakness. 
About a fourth of them went into the hands of receivers. As a re¬ 
sult new railroad construction almost stopped. Production in other 
fields was also affected, particularly in the coal and pig iron in¬ 
dustries. 
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Securities dropped in some cases from one-third to one-half of 
their former value. Unemployment became general. In many of 
the larger cities special committees were organized to provide 
food and relief work. An army of unemployed, under the leader¬ 
ship of Jacob Coxey, marched from Ohio to Washington to de¬ 
mand of Congress that it issue 500 million dollars in irredeemable 
notes to be spent on public works as a means of furnishing work 
for the unemployed. Coxey’s Army was broken up by the arrest of 
its leaders for walking on the grass. 

Although Congress later repealed the Sherman Silver Purchase 
Act, the depression, which was already well on its way, took its 
natural course. Further government action, through the floating 
of bonds, gradually restored the country’s confidence sufficiently 
for recovery to take place. The Spanish-American War and the 
discovery of gold in Alaska helped to stimulate recovery. 

The Panic of 1907. By 1898 the country was enjoying another 
era of prosperity. As usual this brought a rise in prices and over- 
confidence in prospective profits. Speculation and sale of gilt- 
edged securities reached new heights. The country’s banking sys¬ 
tem was weakened by the growing number of trust companies 
that had extended their business beyond trusteeship and were en¬ 
gaging in commercial banking. 

The “rich man’s panic” came in October, 1907, when the Knick¬ 
erbocker Trust Company of New York City went into bankruptcy. 
Other trust companies immediately followed suit and the fear 
spread from New York to the rest of the country. The degree to 
which the San Francisco earthquake of 1906 and Theodore Roose¬ 
velt’s “trust-busting” policies were responsible for the panic is 
open to question. Roosevelt, himself, believed that it was not his 
enforcement of the antitrust laws but the violation of them that 
helped to produce the crisis. 

The Crisis of 1920. This crisis of 1920 was a reaction to the in¬ 
flationary mood of the country during and immediately follow¬ 
ing World War I. There was no panic followed by wholesale 
bankruptcies and business failures as in previous business depres¬ 
sions. The country did experience, however, what has been called 
the most violent collapse of prices in its history. 
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American farmers were the chief sufferers from the depression 
that followed. During World War I they had received a guaran¬ 
teed price of $2.26 a bushel for wheat. Because of this and be¬ 
cause of the prospect of selling their products to a hungry Europe 
after the war, the farmers had bought up new lands and extended 
their crop acreage. The end of the war brought the end of the gov¬ 
ernment guarantee. Europe was hungry but too poor to pay for 
what it needed. Furthermore, we had put up high tariff walls that 
made it difficult for Europeans to sell goods in this country and 
thereby build up credit here. Consequently, the farmers suffered 
great losses that were reflected in the general drop of prices and in 
a business depression. 

The Panic of 1929. The panic of 1929 and the depression that 
followed were the most severe in the history of the nation. It was 
unique in another respect. It affected nearly all other industrial¬ 
ized countries of the world. Unlike other depressions it was not 
preceded by a period of rising prices. In fact, prices were more or 
less stable between the years 1922 and 1929. But the panic was 
preceded by a period of intense speculation and credit inflation. 

The years between 1922 and 1929 were regarded by many as 
the beginning of a new era. There was little unemployment; prices 
were stable, and prosperity was general. It seemed that the coun¬ 
try had finally abolished poverty. But it was this very state of con¬ 
fidence that helped to produce the crisis. Confidence was reflected 
in an overexpansion in business. The physical volume of manu¬ 
factured products increased about 42 per cent. Confidence was 
also reflected in installment buying; installment sales increased 
from 1/2 billion to 9 billion dollars mostly in goods for consumers. 

Speculation in stocks and bonds further reflected the public’s 
confidence. Over 1 million persons were engaged in this pastime 
with an estimated 20 billion dollars of borrowed money. 

The prices of shares had risen to heights never before reached, and 
trading in 1929 was proceeding on an unprecedented scale. Not only 
our own citizens were involved, but moneyed persons abroad trans¬ 
ferred their funds, by the hundreds of millions, to our shores. Noto¬ 
riously, almost everybody of high and low income was in the market, 
exchanging corporate shares for money, and money for corporate 
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During the depression of the 1930’s thousands of banks ceased opera¬ 
tion with a loss to depositors of more than 3 billion dollars. 

shares. Teachers, policemen, barbers, even bootblacks on the street, 
were blithely, in excited good humor, buying and selling shares. 4 

A dangerous feature of this speculative buying was the fact that 
it was done on margin (see page 46). Stocks were bought with 
borrowed money. 

Along with the increase in speculation in stocks and bonds, 
overexpansion in business, and installment buying, there had been 
abnormal increases in bank-supported mortgages on urban and 
farm real estate as well as loans to foreign and domestic corpora¬ 
tions. To make conditions worse the nations of the world, moved 
by the desire for self-sufficiency, set up trade barriers in the form 
of tariffs and embargoes. The tariffs reduced the amount of goods 
foreign countries could sell to one another, stopping the flow of 
international trade. This in turn brought a collapse in interna¬ 
tional credit. The already unhealthy state of affairs was thus fur¬ 
ther aggravated. 

4 Scherman, Harry, The Piomises Men Live By. Random House, New 
York, 1938. 
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The Federal government took extreme measures to combat the great¬ 
est depression the country had experienced. 


The collapse came first in the stock market, Oct. 9,1929. Within 
a period of a few hours stocks had decreased in value by 5 billion 
dollars. To prevent a complete breakdown, the New York Stock 
Exchange and other exchanges discontinued operations. The bub¬ 
ble burst and the events natural to a crisis immediately followed. 
Factories shut down or cut their production. Building construc¬ 
tion was discontinued. Retail sales dropped. Prices fell. By 1930 
over 3 million workers had lost their jobs and were walking the 
streets looking in vain for work. 

Bank failures were greater than had been usual in American 
panics. In 1930, 1,352 banks closed their doors. In 1931 there 
were 2,294 failures. In 1932 the number was 1,456. The amount of 
deposits defaulted by these banks amounted to over 3*4 billion dol¬ 
lars. By March, 1933, all banks in thirty-two states were closed. 
The same month President Franklin D. Roosevelt declared a bank 
holiday that closed all banks until legislation could be passed to 
ease the banking crisis. The depression was only beginning; its 
course was to be long and painful. 

Effects of Depressions. The preceding pages have given some 
general picture of the effects of depressions from the point of view 
of bank failures, factory shutdowns, and unemployment. The 
effects that these in turn have upon the people and the country at 
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large constitute another story. A brief review of conditions during 
the last depression should give a convincing argument that a mod¬ 
ern depression, as one phase of the business cycle, is as disastrous 
in its total effects as any nature-produced famine of earlier civil¬ 
izations. 

By the middle of 1933, there were an estimated 1336 million 
persons out of work. Many of those who had jobs had their wages 
reduced. About 15 million families, half the total population of the 
country, were thus living on a poverty level. How some were able 
to make ends meet, no one knows. About 4 million families were 
receiving public relief. 

But statistical figures on unemployment, bank failures, bank¬ 
ruptcies, and families on relief do not give a complete picture of 
the devastating effects of a depression like that of the 1930’s. The 
real effects of such a depression are to be found in the dwarfed 
spirits of free men forced to live under conditions of abject pov¬ 
erty. They show themselves in the demoralization of young peo¬ 
ple seeking independence but forced into unproductive idleness. 
They are reflected in the faces of fathers, with hope almost gone, 
returning home after trudging the streets in vain search for jobs. 
Men “too old to work,” but not too old to live, waiting in soup 
lines for a meal to warm their empty stomachs, hungry children 
hopelessly looking into a “day old” bakery window, human scaven¬ 
gers searching for something edible in the garbage disposals of 
restaurants, all give evidence of the tragic results of the break¬ 
down of the economic system. 

Some people believe that this country was on the verge of revo¬ 
lution in 1933. They believe that revolution was prevented by the 
social legislation and relief measures adopted by the Federal gov¬ 
ernment. Whether that is true or not, it is certain that the United 
States, politically and economically, was in an unhealthy condi¬ 
tion. Thirteen and a half million persons, unemployed, selling 
apples, waiting in soup lines, sitting on park benches, walking the 
streets in search of work, dodging rent collectors, stealing milk 
from doorsteps and coal from coalyards, can become discouraged 
and even desperate. 

Five million young people between the ages of sixteen and 
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In 1933 about 4 million families were receiving public relief. Some of 
them were forced to seek shelter in crude shack towns that sprang up 
on the outskirts of many cities. 

twenty-five out of jobs, unable to obtain work, forced into unpro¬ 
ductive and deteriorating idleness, can become critical of the so¬ 
ciety of their elders and disillusioned with it. They can and they 
do. Depressions constitute fertile breeding grounds for crackpot 
ideas, demagoguery, and dictatorship. “Share the Wealth,” “Social 
Justice,” and “$200-a-month Pensions” are slogans typical of men 
and women who are victims of depression. 

In Hitler’s Germany the effects of the depression, as events later 
showed, were disastrous not only for Germany, but for the entire 
world. It is true that Hitler’s rise to power in the 1930’s had behind 
it many factors besides the depressed economic condition of the 
country. There is no question, however, that Hitler capitalized on 
the depression by promising jobs to the unemployed, profits to 
business, and glorified self-development to youth. Whether or not 
the United States would have moved in a similar direction if we 
had not taken appropriate measures is a matter for debate. It has 
been pointed out that the country was receptive to various 
schemes* for relief. 
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QUESTIONS 

1. What is a test of whether an economic system needs improve¬ 
ment or change? 

2. Mention three factors that affect the ability of any economic 
system to satisfy man’s wants. 

3. What is a business cycle? List its various phases and describe 
what takes place under each. 

4. Can there be overproduction? Explain. 

5. Someone once criticized our industrial system by saying that 
its weakness is not in production but in distribution. Explain 
what this means. 

6. What is the socialist s explanation of the existence of business 
cycles? 

7. How does war affect business cycles? 

8. What are technological changes? How do they affect an eco¬ 
nomic system? 

9. Describe the conditions that led to the panic of 1929. 

10. What was the purpose of the bank holiday of 1933? 

11. Mention some of the results of the depression of the 1930’s. 

12. How did Hitler make use of the depression to gain power? 

FOR FURTHER STUDY 

Suggested topics for reports: 

1. Business Cycles and Their Causes 

2. The Panic of 1837 

3. The Panic of 1873 

4. The Panic of 1893 

5. The Panic of 1929 

6. The Securities Exchange Commission 

7. Playing the Stock Market 

8. The Tariff and International Trade 

9. The Effect of Unemployment on Morale 

10. The Works Progress Administration (WPA) 
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Chapter 8: MEETING THE COSTS 
OF GOVERNMENT 


Few people pay their taxes as willingly as they pay money for a 
new car, a new dress, or a new pair of shoes. The reason for this 
attitude toward taxes is not difficult to understand. No one likes 
to part with money without receiving something concrete in re¬ 
turn for it, a car, a suit of clothes, or some desired service. To 
many of us taxes may seem on the surface to be an outright loss 
of our personal possessions with little or nothing in return. 

To some people every tax dollar that comes out of their pockets 
is the dollar they want to spend on something they have needed 
for a long time. To others taxes are like the doctor’s bill—a neces¬ 
sary evil. So widespread are these feelings that complaints about 
taxes are as common as complaints about the weather. 

GOVERNMENT EXPENSES 

Governments Provide Services. Theoretically, taxes are designed 
not to plague people but to help them even though this may not 
always seem to be the case. Sometimes taxes may be unnecessarily 
burdensome. Frequently, they may be altogether unfair or im¬ 
practical. The fact cannot be escaped, however, that modem 
society cannot get along without taxes. Without the money col¬ 
lected from various levies, the local, state, and national govern¬ 
ments would be unable to carry on their numerous, essential func¬ 
tions. Without taxes there would be no police protection and no 
courts. There would be no street lighting at night, no sewage dis¬ 
posal, no fire protection, and no free schools. There would be no 
bridges spanning our rivers and no highways stretching across the 
country. There would be no forest-fire fighting, flood control, com¬ 
pensation for disabled veterans, social security, or inspection of 
meats and other foods to protect the public against disease and 
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Activities of government are paid for by taxation Part of the tax dol¬ 
lar goes to support national defense. 

sickness. We could not finance an army, air force, or navy to pro¬ 
tect us against aggression from hostile nations or pay for our part 
in an international organization to maintain world peace. 

The Cost of the Federal Government. In some respects the fi¬ 
nancial operations of the government resemble those of a family, 
multiplied millions of times. If a child suddenly becomes ill and 
requires an expensive operation, the parents will spend all the 
money they have to save their child’s life. They will borrow 
money if necessary. A government will act likewise in case of a 
national emergency. 

When the country is in danger as, for example, when it is at war 
or when it is undergoing an economic depression, the govern¬ 
ment’s objective is to save the nation. The life of a people may be 
at stake. To save that life, the government may have to increase 
taxes. If the income from taxes is insufficient, it may have to resort 
to borrowing by selling bonds. 
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We have learned that with every increase in the complexity of 
our social organization corresponding increases in government 
services come into existence. Naturally, therefore, government ex¬ 
penditures also have increased. The extent of the increase can be 
seen by examining the expenditures of the Federal government 
over a number of years. 

In 1789 our first Congress voted $632,000 for national defense. 
In 1943 the total expenditures for war activities were 74 billion 
dollars out of a total budget of over 80 billion. The total budget for 
the year 1944 was still greater. It called for an outlay of approxi¬ 
mately 100 billion. 

To the ordinary individual such figures may seem staggering 
and at the same time somewhat meaningless. Just how much is 
100 billion dollars? What does it represent in terms of concrete 
values, such as houses, automobiles, and shoes? 

It represents almost twice the value of all the goods and serv¬ 
ices produced by all the people of the United States in the 
year 1935 or 1936. It is equivalent to almost twice the value 
of all taxable property in the states of New York, Pennsylva¬ 
nia, Massachusetts, Illinois, and Michigan taken together. It 
equals more than one-third of the total wealth of the United 
States in the form of land, buildings, railroads, highways, in¬ 
dustrial equipment, trucks, buses, and so on. 1 

This enormous expenditure was a direct outgrowth of World 
War II. The patient was sick, and the operation was costly. For 
a more representative picture of the trend in Federal expenditures 
the budgets for a number of years, covering both war and nonwar 
periods, should be examined. The table on page 183 shows the 
trend since 1912. The figures indicate that the government’s total 
expenditures have increased considerably during the past four 
decades. 

It will be noticed that during this period the cost of providing 
for the defense of the nation ranged from 31 per cent in 1939 to 

1 Seidemann, Henry P., “ Curtailment of Non-defense Expenditures.” 
Brookings Institution, Washington, D. C., 1941. 
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The need for highways and bridges has grown rapidly as a result of 
the development of motor transportation. Huge public funds are re¬ 
quired to build them. 

more than 96 per cent during World War II. As the expenditures 
for defense fell, those for peaceful activities rose accordingly. Be¬ 
tween 1936 and 1941 defense expenditures were relatively low, 
while about two-thirds of the total cost of government repre¬ 
sented huge outlays of money for relief and business recovery dur¬ 
ing the depression years. 

With the end of World War II expenditures for armaments and 
other war purposes naturally decreased, thus reducing total Fed¬ 
eral expenditures. However, the sums spent in 1947 and 1948 and 
the estimated expenditures for 1949 and 1950 were still considera¬ 
bly higher than for the prewar years. 

The extent of governmental expenditures can be seen even 
more clearly if we compare them with the total national income 
over a period of years (see page 185). It is apparent that as the 
ratio of governmental expenditures to total income increases due 
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EXPENDITURES BY THE FEDERAL GOVERNMENT 
Selected Years* 


(In millions of dollars) 


Year 

Total 

Nondefense 

Defense 

Defense as 
a percentage 
of total 

1912 

726 

267 

459 

63.0 

1922 

3,758 

1,295 

2,463 

65.5 

1932 

4,434 

2,119 

2,315 

52.2 

1936 

8,666 

5,666 

3,000 

34.8 

1937 

8,177 

5,245 

2,932 

35.9 

1938 

7,239 

4,702 

2,537 

35.0 

1939 

8,707 

6,003 

2,704 

31.0 

1940 

8,998 

5,743 

3,255 

36.2 

1941 

12,711 

4,736 

7,975 

62.7 

1942 

32,397 

4,570 

27,827 

83.4 

1943 

78,179 

3,660 

74,519 

95.3 

1944 

93,744 

3,366 

90,378 

96.4 

1945 

100,405 

4,699 

95,706 

95.3 

1946 

65,019 

7,529 

57,490 

85.3 

1947 

38,239 

13,938 

24,301 

63.6 

1948 

42,579 

22,579 

20,000 

46.9 

1949 

40,000 (est.) 

25,200 

14,800 

37.0 

1950 

44,000 (est.) 

25,000 

15,000 

37.5 


* Sources: The Tax Foundation; Statistical Abstract of the United States. 
Figures include interest on debt. 


to war or other emergencies, the less able the government be¬ 
comes to meet these expenditures by means of taxes alone. 


GOVERNMENT INCOME 

Sources. In a democracy such as ours, government is established 
and maintained by the people to render certain services without 
which society could not exist. The government, through the will 
of the people, has authority to decide what services will be of 
most benefit to the nation or to the community. A wise and effi¬ 
cient government will always bear in mind the public’s wish as 
well as the cost of the services. It will spend money for public 
services according to the contribution they make to the nation. 
The wisdom and efficiency of any government will be affected by 
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VETERANS ADMINISTRATION 


The cost of teaching disabled war veterans to provide for themselves 
is financed by government funds collected through taxation. 

the intelligence of the people, the information they have, and the 
active interest they take in choosing the officers of the government. 

Under normal conditions taxes are the chief means of raising 
funds for government. In times of emergency as, for example, dur¬ 
ing a war or a severe depression, taxes may prove to be an in¬ 
adequate source of revenue. Some other means must then be 
employed temporarily to finance governmental services and func¬ 
tions. Borrowing through the sale of bonds is the method usually 
adopted. Since both the interest and the principal on the bonds 
must eventually be paid out of taxes, borrowing is actually a form 
of postponed taxation. 

The fees that government receive for issuing franchises, li¬ 
censes, charters, and patents comprise another source of revenue. 
The chief purpose of these documents, however, is to protect the 
public. By means of them certain kinds of businesses, such as res¬ 
taurants, apartment houses, barbershops, pawnshops, can be regu- 
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lated. Certain occupations, such as those of the doctor, lawyer, 
and dentist are also regulated by a licensing system. 

The sale of public property is also a source of revenue. In our 
early history receipts from public-land sales represented a sizable 
portion of the Federal government’s income. Today the revenue 
from this source is relatively insignificant. 


TOTAL FEDERAL, STATE, AND LOCAL EXPENDITURES 
AND NATIONAL INCOME 
(In millions of dollars) 


Year 

Total 

National 

income 

Expenditures as 
a percentage oj 
national income 

1935 

14,733 

53,077 

27.7 

1936 

16,906 

60,476 

27.9 

1937 

16,453 

73,627 

22.3 

1938 

16,255 

67,375 

24.1 

1939 

17,644 

72,532 

24.4 

1940 

18,504 

81,347 

22.7 

1941 

22,684 

103,834 

21.8 

1942 

34,212 

136,486 

24.3 

1943 

90,300 

168,262 

53.6 

1944 

103,186 

182,260 

51.4 

1945 

107,053 

182,808 

54.1 

1946 

70,392 

178,204 

30.6 


The operation of income-producing enterprises provides gov¬ 
ernment revenue. Examples of such enterprises are the postal sys¬ 
tem and the Tennessee Valley Authority, operated by the Federal 
government, and the water supply systems and other public utili¬ 
ties, operated by some municipalities. Such enterprises, however, 
are usually operated on a nonprofit basis. 

Theories of Taxation. Since taxes are the chief means of sup¬ 
porting the various functions of government, they are necessary 
and unavoidable. Although certain theories concerning the man¬ 
ner of levying taxes probably have existed since governments 
were first started by man, it wasn’t until the latter part of the eight¬ 
eenth century that the principles of taxation that we accept today 


MEETING THE COSTS OF GOVERNMENT 185 



were first stated by Adam Smith, the “father of economics.” 
Briefly, those principles are as follows: 

Ability. Each person should contribute toward the support of 
his government as nearly as possible in proportion to his abil¬ 
ity to do so. 

Certainty. Taxes should be specific as to amount and time and 
manner of payment. 

Convenience. Taxes should be levied at a time and in a manner 
that will be most convenient for them to be paid. 

Economy. The collection of taxes should be simple and econom¬ 
ical. 

It is the first principle, ability to pay, about which there has 
been most disagreement in the past. Some people have felt that 
taxes ought to be levied only upon individuals who benefit from 
specific governmental services. They would say, for example, that 
only people who have children attending school should be ex¬ 
pected to pay property taxes in support of free public schools. 

An opposing group has argued that everyone derives benefits, 
directly or indirectly, from all governmental services. Therefore, 
even a person without children should contribute toward the sup¬ 
port of free public schools. In the long run it is to his advantage, in 
a democracy, for the public to be educated and well informed. 
Those who held this belief contended also that an individual’s 
contribution toward the support of the government should vary 
with his ability to pay. Today, this theory has been generally ac¬ 
cepted by economists as the most fair and the most just. They 
agree that a person with an annual income of $100,000 should pay 
more taxes than a person with an annual income of $1,000 or 
$10,000. There is still much division of opinion, however, as to 
how much more he should pay. 

The other three principles of taxation, certainty, convenience, 
and economy, have encountered little, if any, theoretical opposi¬ 
tion. Nevertheless, governments do not always adhere to them in 
practice. Sometimes when additional funds are needed, lawmak¬ 
ers will seek new sources of revenue without regard for sound 
principles of taxation. The pay-as-you-go plan adopted by Con- 
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TAX FOUNDATION, INC 


Total tax collections of Federal, state, and local governments during 
the years indicated . Account for the sharp increase in the tax collec¬ 
tions made by the Federal government that are noted above . What are 
the usual sources of Federal income? 
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The Federal government’s typical wartime dollar . 


gress in 1943 was a move in the direction of practicing these prin¬ 
ciples in the case of the personal income tax. 

Kinds of Taxes. A brief review of the kinds of taxes levied by 
our national, state, and local governments shows their wide vari¬ 
ety. There are taxes on imports, which are called tariffs, and taxes 
on personal and corporation incomes. There are excise taxes on 
various kinds of commodities, such as gasoline and tobacco, and 
taxes on real and personal property. There are school taxes, poll 
taxes, amusement taxes, luxury taxes, gift taxes, inheritance taxes, 
road and bridge taxes, and general sales taxes. During World War 
II two other forms of taxation were proposed, the spending tax 
and the saving tax. We may hear more of them in the future. 

Taxes may have purposes other than production of revenue. 
The spending and saving taxes proposed during World War II, 
for instance, were suggested, not only as means of providing in¬ 
come for the Federal government, but as ways of checking infla¬ 
tion by bringing about a reduction of expenditures for civilian 
goods. The tariff is another tax that for years was used to produce 
revenue as well as for other political or economic reasons. The tax 
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on oleomargarine is an example of taxes that have other purposes 
than the raising of revenue. It was adopted as the result of pres¬ 
sure by the butter interests who wanted to prevent the sale of 
oleomargarine. The extent to which it offers protection to the con¬ 
sumer has been vigorously questioned. 

Taxes are classified as direct or indirect. A direct tax is one that 
cannot be shifted to others by the person upon whom it is levied. 
The tax on incomes is an example of a direct tax. An indirect tax 
can be and usually is shifted to the consumer. A good example of 
such taxes is the tariff because it is ultimately added to the price of 
the article on which it is levied. 


FEDERAL TAXES 

Before the adoption of the Sixteenth Amendment (1913), 
which gave Congress the authority to levy a tax on incomes, most 
of the Federal revenue was derived from tariffs and excise duties. 
Until about the time of the War between the States, customs re¬ 
ceipts were usually sufficient to cover all Federal expenses. From 
then until about the time of World War I, expenditures by the na¬ 
tional government increased to the extent that customs receipts, 
even though they had grown in total volume, constituted only 
about half of the total Federal income. By 1943 the Federal gov¬ 
ernment’s revenue from tariff was only 2 per cent of its total in¬ 
come. 

As soon as the tariff became inadequate to cover all Federal 
expenditures, Congress began to look around for other sources of 
revenue. From time to time taxes were levied on various com¬ 
modities and services. With the passage of the Sixteenth Amend¬ 
ment, a growing portion of the Federal revenue has come from 
individual and corporation income taxes. 

The Tariff. Throughout the history of the United States, the 
tariff policy of the country has been the center of a great deal of 
heated discussion in and out of Congress. The question of the kind 
of tariff to be levied has been an important issue in several presi¬ 
dential elections and in numerous congressional elections. The 
point of contention was usually whether the tariff should be pri- 
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BETTMANN 


Here the cartoonist shows President Cleveland at work reducing tariff 
rates. According to Cleveland, the tariff “protected” a few industries 
but added to prices paid by many consumers. Tariff policy is fre¬ 
quently a subject of public debate in this country. 


marily protective, whether it should be for the purpose of produc¬ 
ing revenue, or whether it should combine both purposes. 

A protective tariff is a tax on imported goods designed not so 
much to raise money as to protect the industries in this country 
from competing goods sent here from abroad. If shoes coming in 
from another country cost $8 a pair and if similar shoes made in 
this country sell for $10 a pair, people will buy the foreign-made 
shoes. The home industry would soon, therefore, go out of busi¬ 
ness. But if a tax of $2 or $3 per pair is levied on the foreign-made 
shoes, the price will be increased by that amount. The home in¬ 
dustry can then compete more effectively. 

A tariff for revenue is a tax on imports the chief purpose of 


190 ECONOMIC AND SOCIAL CHALLENGES 






which is to raise money for the Federal treasury although it may 
also offer protection indirectly. 

Of the various groups interested in the tariff, the consumer has 
been the least organized and, therefore, has had the least repre¬ 
sentation in Washington. Until the War between the States the 
nonprotectionists had the upper hand, because they had the sup¬ 
port of the southern and western representatives who were inter¬ 
ested in keeping down the cost of living. After the war the protec¬ 
tionists gained the upper hand. As a result most of the tariff bills 
passed by Congress placed heavy duties on imports that competed 
with American products. 

Frequently, Congress has been influenced more by certain pres¬ 
sure groups and by political considerations than by any definite 
policy when it has considered the kind of tariff laws it should pass. 
Tariff logrolling or "you vote for my bill and I’ll vote for your bill” 
has been a common practice among senators and representatives. 

One writer stated: 

From the earliest times, tariffs have been formed as a result of the 
pressure of special interest lobbyists. In 1930 a former judge in Wash¬ 
ington was paid fees totaling seventy-five thousand dollars for lobby¬ 
ing in favor of higher duties. In numerous cases, the interested parties 
were given a free hand to write their own rates. . . . Political interests 
formed alliances with industries deserving protection. Mr. Grundy, 
the Pennsylvania tariff lobbyist, testified that in 1924 he raised seven 
hundred thousand dollars for the election of Mr. Coolidge largely 
from the people interested in the tariff. 2 

In 1934 the tariff-making policy of the United States underwent 
a notable change. Congress passed the Reciprocal Tariff Act. Ac¬ 
cording to this law, the President could, without the consent of 
Congress, reduce tariffs on imports from countries that agreed in 
turn to lower taxes on American goods coming into their ports. As 
developed by Cordell Hull, Secretary of State under Franklin D. 
Roosevelt, this tariff program had two aims: 

2 Buell, Raymond Leslie, “The Hull Trade Program and the American 
System,” World Affairs Pamphlet. Foreign Policy Association, New York, 
April, 1932. 
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1. To develop tariff agreements that would benefit the nation 
as a whole instead of benefiting particular industries. 

2. To contribute toward world cooperation and peace by re¬ 
viving world trade that had been almost halted as a result of 
the high protective tariff walls of this and other nations. 

By the time this program was adopted the forces that were 
eventually to cause World War II had already been long at work. 
The principle of reciprocity, however, is considered by many to 
be an essential element in any future peace program because free- 
flowing trade is a strong factor in creating and maintaining good 
will among nations. 

Income Taxes. It is generally agreed that taxes on the earnings 
of individuals and corporations are the most desirable forms of 
taxation. They best conform to the principles of ability, certainty, 
convenience, and economy. There is some disagreement, however, 
as to the fairness and ultimate desirablity of the tax on corporation 
incomes. Its critics contend that high taxes discourage business 
expansion. Its supporters argue that, besides being an excellent 
source of revenue, corporation taxes eliminate excess profits and 
bring about a more equalized distribution of income. 

During World War II the income tax began to affect nearly 
every person who had an income. The need for increasing Federal 
income to finance the war and to check inflation made it necessary 
to include more people within the income-tax brackets. The tax 
law of 1943 broadened the base of taxation so that about 50 mil¬ 
lion persons were required to pay an income tax or at least file a 
tax return. 

Several problems naturally arose from the inclusion of the lower 
income groups in the new income-tax levy. The most pressing one 
had to do with the manner and time of collecting taxes. Before 
1943 income taxes were paid on the preceding year’s earnings. 
The persons who had to make payments were mostly of the 
middle and higher income brackets. They had money put away 
with which to pay the taxes or at least were in a position to bor¬ 
row it. But with 50 million persons having to pay taxes on earn¬ 
ings of a year that had already gone by, the problem was different. 
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What would the government do if a large number of them did not 
go to the trouble of setting aside a part of their current income for 
payment of future taxes? As a solution for this problem, the tax 
law of 1943 required employers to withhold the required tax from 
the wages or salary of each employee and pay it directly to the 
government. 

Another problem that arose was that of simplifying the method 
of preparing the tax return. Although the Treasury Department 
did provide the simplified Form 1040A for those with incomes 
below $3,000 a year, it did not meet the problem adequately. 
Making out the tax return was a new and difficult task for most of 
the inexperienced taxpayers. The extent of this difficulty was dem¬ 
onstrated by the numerous “tax experts,” sometimes two or three 
in a city block, that suddenly appeared before the Mar. 15 tax 
deadline. 

In 1944 Congress passed a new tax law greatly simplifying the 
method of reporting income to the government. According to this 
law the person who earned less than $5,000 during a year need 
only to send to the tax collector an endorsed withholding receipt 
that showed the amount of tax that his employers had withheld. 
On it he gave the names of his dependents and listed any addi¬ 
tional earnings or income for which taxes had not been withheld. 
The tax collector checked this return and billed the taxpayer for 
additional taxes due or returned any overpayment. 

In 1948 Congress further amended the personal income tax pro¬ 
visions. The principle of withholding taxes from wages and sal¬ 
aries by the employer was left intact. In addition to lowering tax 
rates and increasing from $500 to $600 the allowance for a depend¬ 
ent, the new law introduced two other significant changes. One 
of these permitted a husband and wife to split their income for 
tax return purposes whether or not the wife had a separate income 
of her own. Married couples whose income is under $4,000 will 
find that this change has little effect upon their tax bill. On larger 
incomes the saving is considerable. 

The second change provided for an additional exemption of 
$600 for each taxpayer or spouse who is blind or over sixty-five 
years of age. 
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BROWN BROTHERS 

Every person whose yearly income is $600 or more must file a Fed¬ 
eral income-tax return. 


In general the 1948 tax law had the effect of considerably de¬ 
creasing the number of persons who had to file tax returns. 

How the Income Tax Is Paid. To assist each person in preparing 
his income-tax return and to meet the requirements of the law, the 
Treasury Department prepares each year a leaflet of simplified 
instructions. Until the basic provisions of the 1948 tax law are 
changed, the information given below should be known to every 
employed person: 

Who Must File a Return. Every person whose yearly income is 
$600 or more must file a return. It is advisable, however, to file a 
return even if one’s income is less than $600, for unless a return is 
filed, a person earning less than $600 will not receive a refund on 
the taxes already withheld from his wages by his employer. A spe¬ 
cific example will illustrate this point: 

Suppose an individual earns $38 a week. On a yearly basis he 
will earn $1,900, counting 50 weeks per year. Let us assume he 
has one dependent (mother, father, wife, or any other person 
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whom he supports). According to the law, the employer must de¬ 
duct an income tax of about $2 a week from the $38. 

Now let us assume that at the end of 15 weeks the employee 
stops working because of illness or for some other reason. His total 
earnings for the year amount to $570. According to the law, he 
doesn’t have to file a return, since he earned less than $600. But 
during the 15 weeks he had been working, the employer had been 
deducting $2 a week, or a total of $30 for the 15 weeks. If the 
worker fails to file a return, that $30 is lost to him, but if he files 
a return, the government will refund the $30. 

What Forms to Use. There are two forms that may be used for 
filing income-tax returns. One, known as the long form (Form 
1040), requires a detailed accounting of all income as well as of 
all expenditures for which reductions in taxes are claimed. The 
other form, known as the short form (Form 1040A), requires only 
a brief statement of one’s income. Persons earning less than $5,000 
may use either form. Those earning $5,000 or more a year must file 
a return using Form 1040. In certain cases it is advisable for indi¬ 
viduals earning less than $5,000 to file this form instead of using 
the short one. This is true because the law specifies that certain 
kinds of expense on which taxes need not be paid may be de- 
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This form shows the employee the amount of wages that he has 
earned and the amount of the Federal income tax that has been 
withheld. The withheld tax is turned over to the government by the 
employer in a manner specified by law. 
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ducted from income. A self-employed person who operates a busi¬ 
ness may deduct specified expenses from his income. Interest 
charges on real estate may be deducted. Credit is allowed for un¬ 
usual medical expenses. To provide for such items in the case of 
persons who use Form 1040A, the government allows a flat 10 per 
cent exemption. 

For those using the long form, the exemptions may be more or 
less, as the case may be. The test as to whether one should use the 
long or short form is, therefore, whether the allowable deductions 
are roughly more or less than 10 per cent of the total income. Gen¬ 
erally speaking, however, most salaried people earning less than 
$5,000 may find it to their advantage, financially and in time 
saved, to file the short form. 

Excise Taxes. The government is always on the lookout for com¬ 
modities and services that will serve as good sources of revenue. 
In the past tobacco, liquors, gasoline, articles of luxury, and 
amusements have borne a large share of the tax burden. Although 
articles and services are constantly being added to the tax list, the 
revenue obtained from the tax on automobile parts and acces¬ 
sories amounted to 75 per cent of the total from excise taxes be¬ 
fore World War II. Such taxes are not based on the principle of 
ability to pay and are finally shifted to the consumer. In other 
words, if a tax is placed on cigarettes, it is ultimately paid not by 
the manufacturer, but by the person who buys the cigarettes. 

Excise taxes are popular with governments because they are 
easy and economical to collect and are definite in the amount to 
be collected. Although they are sometimes looked upon as nui¬ 
sance taxes by the public, the fact that they are usually levied in 
small amounts makes them less objectionable. 

Estate and Gift Taxes. Estate taxes are levied on property left 
to survivors of a deceased person. Gift taxes are levied on gifts or 
transfers of property from one person to another. In each case the 
tax is progressive, that is, the rate of tax increases in proportion to 
the value of the estate or gift. The estate tax was adopted by the 
Federal government in 1916. 

The gift tax, first collected by the Federal government in 1932, 
was introduced to prevent the evasion of the estate tax. Its oppo- 
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nents argue that it is discriminatory and that it discourages thrift. 
Those who favor the tax believe that it is a fair means of redistrib¬ 
uting wealth that is unearned by the receiver of a gift or the in¬ 
heritor of an estate. 

The Proposed Spending Tax. During World War II suggestions 
were made for other types of Federal taxes. Two of these, the 
spending tax and the general sales tax, although they were not 
adopted, are of sufficient importance to be discussed here. 

The spending tax was proposed as a means of supplying addi¬ 
tional revenue for the war and of checking inflation by curtailing 
purchases. It would have permitted each consumer to spend a 
certain sum of money tax free. In 1942 the United States Treasury 
suggested sums of $1,000 for single persons, $2,000 for married 
persons, and $500 for each dependent. Expenditures above these 
amounts were to be taxed progressively. The chief objections to 
this kind of tax are the difficulties in administering and collecting 
it and the existence of loopholes for those who would try to avoid 
paying it. 

The General Sales Tax. Any kind of sales tax is unpopular with 
the public. Governments usually employ taxes on sales only as a 
last resort. Although our Federal government has been using a 
sales tax for some years on certain luxuries, such as jewelry, cos¬ 
metics, and furs, it has never attempted a general sales tax, which 
is a tax on all retail sales. As a war measure, supporters of a gen¬ 
eral sales tax said that it would: 

1. Add considerably to the Federal income. 

2. Check inflation by bringing about a reduction in purchases 
of civilian goods, particularly by those who pay small Fed¬ 
eral taxes—the lower income group. 

3. Place part of the burden of taxation upon a relatively large 
group of citizens who are not subject to income tax, but who 
are able to help support the government because of their 
reserve wealth. 

It was further argued that the sales tax is difficult to evade and 
simple and inexpensive to collect. 

Opponents of a general sales tax point out that it unjustly bears 
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most heavily upon the people with the lowest incomes. It would 
serve to deprive the lower income groups of some of the neces¬ 
sities of life and thus would be contrary to the trend toward estab¬ 
lishing and maintaining minimum living standards for all the 
people. 

In order to meet such objections, variations of the general sales 
tax have been proposed. One variation would exempt from this 
tax articles of necessity, particularly food. Another would grant 
to each consuming unit, an individual or a family, a flat amount 
of tax-free purchases. This exemption would be estimated to per¬ 
mit tax-free expenditures sufficient for the minimum living re¬ 
quirements of each taxpayer. The plan would be operated by issu- 
ing prepaid tax coupons for use in payment for retail purchases. 

In general, the exemption of foodstuffs from the general sales 
tax is regarded as a better plan than granting a flat amount of tax- 
free purchases. It would be less complicated in its administration 
and less costly in collection, particularly in the cases of small re¬ 
tail food stores and road stands. 

Extent of Use of the General Sales Tax. In our own country dur¬ 
ing World War II, some form of the sales tax was in effect in 
twenty-two states. The tax varied from 1 to 3 per cent. Outside of 
this country the sales tax has been used in England, Canada, and 
Australia. In these countries, however, the tax is levied not at the 
retail level but at the manufacturer’s and wholesaler’s level. The 
manufacturer and wholesaler usually pass the tax on to the con¬ 
sumer in the form of increased prices. 

Collecting the Sales Tax. The most widely accepted method of 
collecting the sales tax is by means of sales tax stamps. They are 
bought from the government by retailers who issue them to cus¬ 
tomers as receipts for the tax paid. Periodic checkups on sales by 
government agents are necessary to ensure accurate reporting of 
all sales by retailers. Objectors to this method of collecting the tax 
point out that the small retailer is handicapped by having part of 
his operating capital continuously tied up in stamps. They also 
say that some consumers are careless and do not collect the stamps 
to which they are entitled, thereby enriching the retailer instead 
of the government. 
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Postponed Taxation. Our first national debt, following the con¬ 
clusion of the War for Independence and the formation of our 
Federal government, amounted to 54 million dollars. At the end 
of World War I our national debt was 26& billion dollars. By 1945 
it exceeded 260 billion dollars. This is almost twenty-four times 
the amount of money spent by our government during the first 
hundred years of its existence. During that time the War of 1812, 
the Mexican War, and the War between the States were fought. 

Following World War I, the country was able to reduce its na¬ 
tional debt to 16 billion dollars, but between 1929 and 1936 the 
debt grew to 34 billion dollars. Nearly all of the increase resulted 
from the government s efforts to relieve the distress of the country 
and promote business recovery following the depression of the 
1930’s. Inability to balance the Federal budget while combating 
the depression created a situation in which the national debt each 
year reached a new high figure. 

Taxes are in the main the ultimate source of all government in¬ 
come. During a national emergency, however, when it is impos¬ 
sible to meet all expenditures from taxes, the government must 
borrow. The borrowed money, the national debt, and the interest 
on it must eventually be paid from taxes levied on future genera¬ 
tions. 

Most economists have considered it to be sound finance to pay 
off the national debt as soon as possible and, wherever feasible, to 
operate the government on a pay-as-it-goes basis even during war 
and depression. That has been the traditional philosophy. Re¬ 
cently, some economists have proposed the theory that an expand¬ 
ing national debt is not necessarily an indication of financial weak¬ 
ness. According to them, a continuously expanding national debt 
is necessary in order to ensure business prosperity and to prevent 
depressions and unemployment. The supporters of this view, al¬ 
though increasing, are still few. 

It is being recognized more and more, however, that although 
a sound financial policy is one that strives to keep the national 
debt at a minimum, it is not altogether necessary or always desir¬ 
able to pay off the debt completely. During depressions and wars, 
when increased government spendings are unavoidable, a rising 
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national debt may not be the worst possible alternative confront¬ 
ing the nation. 


STATE AND LOCAL TAXES 

Like Federal taxes, state and local taxes are used to raise the 
necessary money for the various functions and services of these 

EXPENDITURES BY STATE AND LOCAL 
GOVERNMENTS 
(In millions of dollars) 


Year 

Expenditures 

1912 

1,443 

1922 

3,503 

1932 

5,725 

1935 

8,078 

1936 

8,398 

1937 

8,827 

1938 

9,325 

1939 

9,620 

1940 

9,798 

1941 

8,540 

1942 

8,004 

1943 

7,723 

1944 

7,742 

1945 

8,358 

1946 

10,014 

1947 

13,001 


branches of government. Before the adoption of the Constitution 
many of the states derived part of their income from tariffs on im¬ 
ports from other states. They can no longer follow this practice 
since the Constitution specifically forbids them to do so without 
the consent of Congress. From the beginning, therefore, state and 
local governments have had to rely upon internal taxes for their 
revenue. 

The taxes now most widely used by states are those on business 
corporations, general sales taxes, and the gasoline tax; while 
among local units of government, real estate is most generally 
taxed. Local and state governments also use taxes on amusements, 
incomes, inheritances, and the sale of various commodities. In 
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addition these governments derive a considerable amount of reve¬ 
nue from fees, licenses, and charges for various services. Examples 
of such fees are those collected for marriage licenses, permits to 
do business, and water supply. 

The General Property Tax. Taxes on real estate and personal 
property have been and continue to be the major source of income 
of local governments. In some states property is classified for tax¬ 
ation purposes. Stocks and bonds, for example, are taxed at a 
lower rate than real estate or other forms of property. 

Taxes on Real Estate. In New York City about 70 per cent of 
the money for school expenses comes from the tax on local real 
estate. In Philadelphia real estate taxes provide over 90 per cent 
of the money spent for schools. The reason for the heavy reliance 
upon real estate for the major portion of the local government in¬ 
come is the fact that such property cannot be hidden or easily un¬ 
dervalued. One can hide a diamond but not a house. Income from 
real estate is definite and relatively certain. The manner of levy¬ 
ing and collecting the tax usually follows this pattern: 

1. Assessors employed by the local government assess or set a 
value upon all real estate. 

2. A tax, usually expressed in mills per dollar, is levied on each 
piece of property. A mill is one-thousandth of a dollar. The 
tax rate is fixed by state law. It is usually large enough to 
provide the revenue needed. 

3. Each property owner receives a bill for the tax which he 
must pay to the local treasurer. 

4. If the property owner fails to pay his taxes for one or more 
years, the government places a lien on the property. This 
means that the taxes due, with interest, must be paid before 
the property can be sold. If they remain unpaid for a pro¬ 
longed period, the government can sell the property at auc¬ 
tion to the highest bidder and take whatever taxes are owed 
it from the proceeds of the sale. In most local communities 
this is known as a sheriff’s sale because it is conducted under 
his supervision. 

During the past few decades the property tax has undergone a 
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considerable amount of criticism. The arguments against it are 
usually of the following nature: 

1. Real estate represents only one form of wealth. There are 
other forms usually referred to as intangible wealth, such as 
stocks, bonds, notes, and money. Further, many people pos¬ 
sess wealth in the form of personal property, such as auto¬ 
mobiles, jewelry, furs, and furniture. A tax on real estate 
alone is, therefore, unfair since it places the burden on one 
form of wealth only and disregards the others. 

2. The assessing of real estate, although it should be performed 
by experts in a scientific manner, is actually done by un¬ 
trained laymen. Occasionally fraud may be involved in the 
making of assessments. 

3. In many cases the individual, particularly the small home- 
owner, actually owns only a fraction of the property, the rest 
being mortgaged. Yet he has to pay the full tax on the 
property. 

The following arguments are frequently given in favor of the 
tax on real estate: 

1. Real estate cannot be hidden or easily undervalued by the 
individual owner. Other forms of wealth because of their in¬ 
tangibility can be concealed. The revenue to be secured from 
a tax upon them is therefore uncertain as to its yield. 

2. Persons who are not property owners pay property taxes in¬ 
directly in the form of higher rents. 

3. The tax on real estate is justifiable since real estate requires 
more government effort to protect it against fire and other 
hazards than is required to protect many forms of intan¬ 
gible wealth. 

CONCLUSION 

It was due to no accident that the framers of the Constitution 
inserted in our fundamental law the clause reserving to the House 
of Representatives, the chamber closest to the heartbeat of the 
nation, the right to initiate all tax bills. Instead, it was a conscious 
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attempt to make certain that the purse strings of the nation would 
be untied only at the will of the people. 

Throughout their history the American people have been tax 
conscious. Although they may have grumbled and complained, 
however, as they do today, they have never altogether opposed 
paying taxes. They have insisted on a direct voice in determining 
how taxes are to be levied and how they are to be spent. They 
have always opposed taxation without representation. The same 
principle must be retained today. Taxes are necessary to support 
our government. We must be sure, however, that the will of the 
people is represented in every tax law. 

QUESTIONS 

1. Why arc taxes necessary? List some of the governmental services 
that would be lacking if there were no taxes. 

2. What are the three types of services that government provides 
for the people of a country? 

3. Have governmental services and functions increased or decreased 
in the last hundred years? Discuss. 

4. How have governmental expenditures been affected by the 
change in the number and type of governmental services? Il¬ 
lustrate by comparing the money spent by our Federal govern¬ 
ment at two different periods in our history. 

5. What has been the principal cause for the great increase in 
Federal expenditures? 

6. Define: national debt, national income, budget, fiscal year. 

7. In our government who has the final authority to decide how 
much money shall be spent by the government? Explain. 

8. What are the various ways in which governments obtain rev¬ 
enue? 

9. Explain the statement, “The sale of bonds is postponed taxation.” 

10. Is borrowing by the government ever justifiable? Explain. 

11. State and describe Adam Smith’s four principles of taxation. 

12. What is meant by a graduated income tax? 
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13. Define and where possible give an example of the following 
kinds of taxes: 

protective tariff excise per capita 

tariff for revenue real property gift 

individual income personal property inheritance 

corporation income luxury sales 

14. Explain the difference between direct and indirect taxes. 

15. What were the main sources of Federal income up to the time 
of the War between the States? Since World War I? 

16. Explain the important features of the Reciprocal Tariff Act of 
1934. 

17. By what authority does Congress levy taxes on incomes? 

18. Give arguments for and against excess profits taxes. 

19. What are the arguments for and against a general sales tax? 

20. What is the chief source of income of your own state? Of your 
own community? 

21. What are the arguments for and against the general property 
tax? 

22. How are property taxes determined and collected? 

FOR FURTHER STUDY 

A. Suggested topics for reports: 

1. The History of Our National Debt 

2. “No Taxation without Representation” 

3. The Tariff as a Political Football 

4. Should We Have Free Trade? 

5. The Reciprocal Tariff Act of 1934 

6. The Struggle over the Sixteenth Amendment 

7. Operation of the General Sales Tax in Ohio 

8. The Single Tax 

9. Financing Education 

10. The Cost of War 

11. Can We Abolish the Real Estate Tax? 

B. Other activities: 

1. Secure a copy of an income-tax form and fill it out on the basis of 
an imagined income. 
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2. List the different taxes collected in your community by the Fed¬ 
eral government, the state government, your local government. 

3. Prepare graphs, charts, or cartoons showing: 

a. Increase in government taxes. 

b. Increase in government expenditures. 

c. The cost of wars and depressions. 
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Chapter 9: THE CONSUMER 


Consumption is the use of commodities or services for the satis¬ 
faction of our wants. Eating an ice-cream cone is consumption. It 
satisfies hunger for that particular food. Having one’s hair cut is 
also a form of consumption because a man’s services are being 
used for the satisfaction of another’s wants. Our basic wants, as 
we know, are few in number, but they are capable of unlimited 
expansion through suggestion and use. Thus, articles like radios, 
refrigerators, electric irons, and other modern conveniences, 
which at one time were considered luxuries, have through sugges¬ 
tion and use come to be looked upon as necessities. 

FACTORS THAT INFLUENCE CONSUMERS’ CHOICES 

In our review of society’s development from the primitive to 
the succeeding stages of production, we have noted how increas¬ 
ingly complex and interdependent its organization has become. 
Yet, man’s economic activity remains the same as it was thousands 
of years ago. He must still furnish himself with food, clothing, 
shelter, and protection against disease and other hazards of nature. 

We have seen also that earlier in history man’s wants were sat¬ 
isfied by a small variety of goods. Food, clothing, and shelter were 
simply prepared and were designed primarily for utility. The in¬ 
dividual needed to do little if any choosing of what he was to eat 
and wear or where he was to live. The problem for the most part 
was not one of selection but one of getting enough of the neces¬ 
sities of life. 

As society passed into more efficient stages of production, the 
variety of available goods increased. But the selection of goods for 
consumption was still no serious problem. This was true because 
each family produced for itself nearly all of the things it needed. 
The most pressing problem was still one of obtaining enough of 
the necessities of life rather than securing a variety of them. 
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LIBRARY OF CONGRESS 


Consumption is the use of commodities or services for the satisfac¬ 
tion of our wants. Eating an ice-cream cone is consumption. 

The problems of the consumer, like many of our other present- 
day social and economic problems, came about as a result of the 
industrial revolution. Today, the individual consumer doesn’t 
make his own clothes; he doesn’t grow his own food; and he 
doesn’t build his own home. He must obtain them by paying for 
them out of his eamings. That fact in itself would not involve any 
problem of decision or selection on the part of the consumer if he 
had sufficient money to pay for everything he needed or if the 
goods and services offered for his use were few in number and in 
variety. 

Since our wants are capable of unlimited expansion, the prob¬ 
lem of providing every individual with money enough to pay for 
all his continuously growing wants seems unlikely to be solved. 
To reduce the number and variety of goods and services is im¬ 
practical. This is true because competitive production by its very 
nature must offer a large variety of goods and services and be- 
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cause scientific advances constantly create numerous new prod¬ 
ucts that we do not wish to do without. 

The fact is that a great variety of consumers’ goods and services 
exist, whatever we accept as good reasons for their existence. Con¬ 
sequently, the individual consumer, whether he likes it or not, 
is faced with an ever-increasing array of goods and services. It 
would appear, theoretically, that the average consumer needs to 
spend much time in deciding what to buy. When the object to be 
purchased requires a large outlay of money, as in the case of a 
house, the making of the decision may take hours or even days. 
But this is exceptional rather than usual. 

In purchasing everyday necessities, or even some luxuries, the 
average person spends very little time in making up his mind what 
to buy. This is fortunate for him. If he were to weigh and ponder 
all the advantages and disadvantages every time he had to buy a 
loaf of bread, a bar of soap, or a bottle of milk, or every time he 
wanted to go to a movie or to engage in some other type of recrea¬ 
tion, he would have little time left for anything else. Yet the in¬ 
dividual consumer does make choices. He does do some selecting, 
but he does it for the most part automatically or unconsciously as 
a result of certain forces that work upon him. These forces, acting 
sometimes for the benefit of the consumer and sometimes to his 
detriment, are: 

1. The competitive system of production. 

2. Individual habits. 

3. Style, fashion, and taste. 

4. Social position, occupation, previous training, and back¬ 
ground. 

5. Advertising. 

Production and the Consumer. Early in history production was 
geared to need. This is true today in countries where there is a 
scarcity of goods. Although consumption still affects production 
in the United States today, it does so indirectly. Profit is the real 
determining factor behind production in our industrial age. For 
example, a shoe firm may manufacture a certain number of shoes 
a year, not because it has received that number of requests for 
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shoes from individual consumers, but because it believes that it 
can produce and sell that number at the greatest profit. In other 
words, from the producer’s point of view the need for any given 
product is of secondary importance. A manufacturer will often 


WHERE CONSUMER DOLLARS GO * 

(In billions of dollars) 


Item 

1909 

1929 

1950 

Total consumer expenditures 

28.8 

80.3 

116.2f 

Food, liquor, and tobacco 

9.9 

23.7 

36.2 

Food 

7.4 

19.9 

27.2 

Liquor and tobacco 

2.5 

3 7 

9.0 

Clothing and personal care 

4.4 

12.1 

16.2 

Housing 

6.8 

14.4 

19.3 

Rent 

5.5 

11 3 

14.0 

Fuel 

1.0 

1.7 

2.5 

Electricity 

0.1 

0.6 

1.6 

Household equipment and operation 

2.8 

10.6 

15.0 

Appliances 

02 

0.8 

1.8 

Consumer transportation 

1 6 

8.6 

12.7 

Autos and private planes 

06 

60 

9.6 

Local bus and streetcar 


0 8 

1.5 

Intercity bus 


0 1 

0.2 

Railroads 

0.4 

0.6 

0.4 

Medical care, insurance, and death expenses 

1.1 

4.5 

7.7 

Recreation 

0.9 

3.8 

5.7 

Radio and television sets 

02 

1.0 

1.1 

Private education, religion, and welfare 

1 2 

2.7 

3.4 


* From Americas Needs and Resources Twentieth Century Fund, Inc., 
New York, 1947 

t Estimated at 1944 prices. 

start to make a new product when there is as yet no need for it. 
He will try to create a demand for it through advertising. 

This practice has both advantages and disadvantages so far as 
the consumer is concerned. The main advantage is the fact that 
the consumer is continuously acquainted with new products and 
services that increase his enjoyment of life. Our numerous modem 
electrical and mechanical appliances and machines are examples 
of such products. If a producer were to put a new article on the 
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market only when there was an immediate need for it, many of 
the products that are developed through research would be lost 
to us. 

The fact that numerous new products placed on the market are 
only slight variations of existing ones is a disadvantage to the con¬ 
sumer. This practice results in a tremendous amount of waste. 
Furthermore, luxury goods and services that bring good profits 
are often produced at the expense of more vital ones that may 
yield less profit. For example, following the end of World War II, 
butter was scarce. This was true because much of the available 
cream went into making ice cream, which could be sold at a 
greater profit than butter. To some extent a similar situation ex¬ 
isted in the field of housing construction. In spite of the fact that 
millions of homes were needed for returning veterans, much of 
the construction material was used to build facilities for highly 
profitable business undertakings. 

Habit and the Consumer. Psychologists, who study human be¬ 
havior, define habit as a learned way of behavior that becomes 
almost automatic. Habits result from performing the same actions 
over and over again until they come to require little or no con¬ 
scious thinking on the part of the individual. Such common activ¬ 
ities as putting on shoes, brushing teeth, walking up and down 
stairs, swimming, or driving a car involve everyday habits. 

In the field of consumption the individual is guided in many of 
his choices of goods and services by such pre-established habits. 
People “get used to” buying in one store. They become accustomed 
to buying certain clothes, certain shoes, or certain makes of auto¬ 
mobiles. They may continue to do so throughout their lives. They 
“just hate to change.” “John swears by his car; he wouldn’t think 
of buying another make,” is an everyday expression about one 
article in common use. People seem naturally to like to “stay put.” 
Habit helps along that feeling of inertia. 

In many respects habits of consumption are beneficial because 
they are great timesavers. But in other respects they can be dis¬ 
advantageous. One can acquire bad habits as well as good ones. 
One can become accustomed to bad as well as to good things. It 
is desirable to have an open mind always. Occasionally, we should 
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NIEMAN-MARCUS CO. 

Style, fashion, and taste influence our buying habits. They differ 
among individuals. 

review all our habits, including our habits of consumption. We 
should, at least occasionally, try something different in order to 
assure ourselves that bad habits of consumption will not persist to 
our disadvantage. 

Style, Fashion, and Taste. Style, fashion, and taste are variable 
factors in consumption. They differ among individuals, among 
peoples, and at different periods of time. What is good taste to one 
individual may be bad taste to another. What is the style and fash¬ 
ion of one group at one time may be out of favor with another 
group or with the same group at another time. A review of the 
styles and fashions in clothing and headdress over a period of 
even a hundred years will show how they have changed. 

Fashion and style have to do with one’s aesthetic sense—one’s 
ideas of what is good and beautiful. A long outstretched lip ap¬ 
peals to the aesthetic sense of the Ubangi but hardly to that of 
the European or the American. A ring through the nose may ap- 
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pear attractive to the savage but not to the civilized woman. But 
a ring through the ear does seem to appeal to the aesthetic sense 
of the civilized woman. Logic does not always explain how style, 
fashion, and taste are determined. 

Utility is one factor which has some influence on style, but util¬ 
ity cannot explain the three buttons on a man’s coat sleeve or the 
feathers on a woman’s hat. Much of what is regarded as stylish 
and proper, like a man’s necktie, is a survival or modification of 
previous customs designed to serve some useful purpose. The 
three buttons on a man’s coat sleeve, or his necktie, may have 
been designed for a practical purpose that has long since disap¬ 
peared. 

Currently, styles and fashions seem largely to be determined 
by the tastes of people in respected or admired positions in society. 
The “good businessman” suit is an example of an accepted style 
for business and professional people. Collegiate styles are popular 
with young people. Hollywood fashions set the pace for millions 
of us. Movie and radio stars dictate fashion, not only for clothes, 
but for cigarettes, soaps, and numerous other articles of consump¬ 
tion. 

Fashion, style, and taste, no matter how they are determined, 
help the individual consumer in making a choice of things to buy. 
At the same time they may cause him to buy unneeded goods 
just to be in style. In such an instance utility or durability is over¬ 
looked as the main determining factor. Studies have shown that 
women buy first for style, second for price, and last for quality. 
Men, on the other hand, are said to look first for quality, second 
for price, and third for style. 

Sometimes changes in style and fashion occur either as a result 
of changing needs or as a result of attempts of manufacturers to 
improve the beauty and usefulness of their products. The latter 
is the case in changes in style of automobiles and radios. New 
gadgets, however, frequently are put on the market to appeal to 
the natural desire of people to change what they have for some¬ 
thing that is new or different. It is in this respect that considerable 
wisdom must be exercised by the consumer and that consumer 
education is necessary. 
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Years ago when people were little concerned with style and 
fashion, they used the same clothing until it wore out. Families 
occupied the same houses for generation after generation. Furni¬ 
ture was used until it was no longer serviceable. Today, people 
are more responsive to fashion. Serviceable clothing is often re¬ 
jected because some prominent individuals have set a new fashion. 
Perfectly good furniture is discarded because it is no longer in 
style. Houses are vacated for dwellings with new frills. 

Everyone wants to be in style, but to become a slave to style 
is not in itself commendable. Many families indulge in what econ¬ 
omists call conspicuous consumption. They buy things to show off, 
“to keep up with the Joneses.” Such consumption is a waste of 
economic wealth and, in some cases, becomes a source of family 
discord which may eventually lead to broken homes. 

Social Position, Occupation, and Background. Psychologists say 
that each person is a product of his hereditary background and of 
his environment. This means that our personalities and behavior 
are results of the qualities we inherit from our parents and grand¬ 
parents, the surroundings in which we live, and the training we 
receive. These factors affect all kinds of human behavior, includ¬ 
ing consumption. 

People develop certain tastes for clothing, food, and recreation 
because of their previous training and habits and because of their 
present social and occupational position. Thus, an individual who 
comes from one family background or lives in a certain section of 
the city may have tastes for clothing different from those of a per¬ 
son who comes from another family background or resides in an¬ 
other section of the city. The child reared in a family or a neigh¬ 
borhood of businessmen or professional people may develop tastes 
different from those of a child brought up on a farm or in a family 
of working people living in what is regarded as a less fashionable 
neighborhood. A person engaged in one of the professions must of 
necessity wear clothing different from that worn by a person who 
does semiskilled or unskilled work. 

The form of recreation and leisure-time activities indulged in 
by people of different occupational backgrounds and training also 
varies. Convention and social demands are largely responsible for 
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this. Whether or not these variations are desirable is not under 
consideration at this point. The fact remains that they do exist. 

Advertising and Consumption. “It pays to advertise” is a long 
established maxim of American business. It usually is the con¬ 
sumer, however, who pays for the advertising. Advertising, as we 
learned previously, is a form of propaganda. It is designed to in¬ 
fluence people to buy certain commodities or services. Like the 
other forces that affect consumption, it can be beneficial or harm¬ 
ful to the consumer, depending on how it is used and on the con¬ 
sumer’s powers of judgment. 

Advertising is beneficial when its main purpose is to serve as an 
educational medium through which the consumer learns of new 
products and their varied uses. When such is the case, advertising 
makes possible an enriched life for the individual. It is harmful 
when it creates confusion or when it stirs up desires and wants 
that are either harmful to the individual or too difficult for him to 
realize. Thus, advertising that would truthfully explain the pur¬ 
poses and uses of vitamins would be useful and beneficial. On the 
other hand, advertising that would attempt to make every indi¬ 
vidual purchase vitamins, regardless of need, would be less bene¬ 
ficial and even harmful. 

As practiced by business, advertising is a form of salesmanship. 
It utilizes the principles of suggestion and repetition as the two 
basic means of influencing the consumer. Its method may be 
either direct or indirect. Direct advertising is exemplified by the 
displays we see on billboards, streetcars, buses, newspapers, mag¬ 
azines, and the commercials we hear in radio advertising. Indirect 
advertising is less offensive because it is more subtle. It is the kind 
of advertising seen in store windows and counters in our depart¬ 
ment stores, heard on certain radio programs, and represented in 
fashions exhibited by movie stars on the screen. 

Irrespective of the methods used by advertisers the consumer 
can scarcely escape advertising. It is with him almost everywhere 
he goes. Its force lies in its appeal to the emotions of fear, hope, 
imitation, and sex. For example, nearly everyone suffers from 
some ailment or other. Through the power of repetitive suggestion 
and appeal to fear, the individual can be made to feel that he must 
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seek some relief or cure, or surely his life span will be cut short, or 
some tragedy not far removed from death itself will befall him. 
After that has been accomplished, an appeal is made to hope. A 
curative product is suggested. The individual may at first be 
doubtful of its value. He hesitates to spend money for it. But the 
campaign to have him open his purse strings continues. Over 
the radio he hears Mrs. Smith’s testimony that she suffered from 
the same ailment for years. One night she heard about Dr. X’s 
product. She decided to buy it, and today she is a well, happy per¬ 
son-thanks to Dr. X’s pills. In a magazine or on a billboard, the 
consumer sees the same testimony repeated, probably with addi¬ 
tions. Sometimes famous movie stars endorse the product. 

Finally, the consumer’s resistance begins to break down. He is 
less hesitant. He still may not believe in the curative powers of 
the product, but—well, maybe he should try it just once. 

Some advertising, besides confusing the consumer or creating in 
him false desires and hopes, is also economically wasteful. It per¬ 
petuates the existence of numerous products almost identical in 
all respects except the brand name, the color and the printing on 
the wrapper, or the shape of the container. The many brands of 
soaps, tooth pastes, shaving creams, cough medicines, cigarettes, 
gasolines, and coffees on the market represent a long list of almost 
identical products. Besides being bewildered as to which brand 
to buy, the consumer must also pay for the advertising. 

In 1942 the estimated cost for the various forms of advertising 
used in the United States was $1,920,000,000, distributed as fol- 


Advertising Cost 

N e wspapers. >610,000,000 

Direct mail. 315,000,000 

Radio. 225,000,000 

Magazines. 180,000,000 

Outdoor. 65,000,000 

Trade and business papers. . . . 55,000,000 

Farm papers. 16,000,000 

Miscellaneous. 454,000,000 

Total. >1,920,000,000 


In 1946 the cost of all advertising was $3,116,600,000—about 2 
per cent of the total national income. 
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The public, generally, is not opposed to advertising that is used 
as an educational medium to provide information about new and 
different products. According to some economists, we need that 
kind of advertising. But to provide it would require only about 10 
per cent of the present number of people engaged in the occupa¬ 
tion. In many instances today the consumer cannot know whether 
the virtues claimed for an advertised product are really true or 
whether they are used as bait. He is handicapped by the neces¬ 
sity of matching his wits against professionally trained men whose 
job it is to sell. To assist him there is need for consumer wisdom 
and consumer education. 

On the other hand, there are cases where advertising, by en¬ 
larging the demand for a product, enables the producer to benefit 
by the use of large-scale production methods. If the prices are 
then reduced, the consumer also has benefited from advertising. 

OTHER PROBLEMS OF THE CONSUMER 

Along with the problems that arise from the forces that affect 
his choice of products and services to buy, the consumer is faced 
with others. They may be considered under the headings of budg¬ 
eting, installment buying, and inflation and deflation. 

Budgeting. A basic fact that confronts nearly every individual 
in our modern economy is that his income should be sufficient at 
least to provide him with a good home, nourishing food, adequate 
clothing, and necessary medical care. It should also provide a few 
luxuries and a little something to be put away for a rainv day or 
old age. Where the individual’s income is considerably above the 
amount required to meet these needs, there is no serious problem. 
Where the income is greatly below this amount, an acute problem 
arises. 

According to economists, a family with a moderate income 
should allocate its money in the following way: 


Item 

Per cent 

Food. 

.... 25 

Rent. 

.... 20 

Clothing. . . 

. ... 15 

Other. 

.... 40 
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Budgeting, dividing one’s income among the various needs, be¬ 
comes increasingly difficult when incomes fall below the sum re¬ 
quired to maintain a minimum decent standard of living. Before 
1929, according to a study made by the Brookings Institution, a 
family of four needed an annual income of $2,500 in order to 



AND TWLNI1LTH CENTURY FUND 

For the nation as a whole a smaller share of the con¬ 
sumers dollar is being spent for food, clothing, and 
shelter. A growing share is being spent for appliances, 
furniture, and recreation. 


maintain a reasonable standard of living. The average family in¬ 
come at that time was $1,700 a year. About 12 million families, 
representing nearly half the population, had incomes of less than 
$1,500. For a great number of people the problem of budgeting 
or “making ends meet” was a serious one. The depression of the 
1930’s, as shown by the number of unemployed, the number on 
relief, and the number suffering from malnutrition or undernour¬ 
ishment, made the problem even worse. The need for raising the 
general income level is now recognized and is being met in vari¬ 
ous ways, but the fact remains that the average consumer needs 
to budget his income wisely if he is to provide for his basic wants. 
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CUNARD WHITE STAR LINE 

No two families can follow the same budget rigidly. High-income 
families can spend more money on travel and recreation than can 
families with smaller incomes. 

Obviously, no two families can follow the same budget rigidly. 
The needs of individuals differ. The factor of poor health alone 
may throw a family’s budget out of line. Low-income families mav 
have to increase the percentage spent for food at the expense of 
one or all other items. Generally, however, people of above aver¬ 
age income will do well to follow the above budget. 

In making out its budget, a family will have to consider its own 
particular needs. It may have to increase its expenditures for some 
things, such as health or education, at the expense of some other 
item of its budget. It is in such cases that wise consumer buying 
is very important. 

Installment Buying. Installment buying in this country is used 
mainly for the purchase of homes, furniture, pianos, radios, auto¬ 
mobiles, and clothing. While it may be beneficial, installment buy¬ 
ing also may be harmful. When the need for an article is urgent 
and the initial cost is beyond the means of the buyer, it may be 
necessary to purchase it on the installment plan. For example, a 
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man in business may need a small truck. Although he may not 
have the full amount to pay for it outright, it may be profitable for 
him to purchase it and pay for it in installments over a period of 
time. As it is practiced by some people, however, installment buy¬ 
ing is merely a means of satisfying a passing fancy, an example of 
conspicuous consumption. As such it represents extravagant and 
foolish expenditure. 

Installment buying may lead the consumer to make purchases 
that are beyond his means. He may eventually lose the goods he 
has bought even after a considerable payment has been made 
upon them. To the uninformed consumer, the hidden interest that 
he pays in the form of the seemingly “small weekly payments of 
a few cents a day” is not noticeable. It is not understood, even 
when it is explained to him. 

Few persons are aware that when payments are stopped the 
finance company can take away the refrigerator, the piano, the 
radio, or any other purchase on which the payments have not 
been met. High-pressure advertising is partly responsible for the 
consumer’s dilemma. His ignorance and gullibility are also re¬ 
sponsible. 

Purchasing a Home. Perhaps installment buying is most justifi¬ 
able in the purchase of a house. Although apartment renting has 
displaced home buying to some extent in the city, the average per¬ 
son who plans a home and family usually wants eventually to 
have a house of his own. Whether it is better to buy or to rent one 
is a serious question. The decision requires straight thinking and 
accurate mathematical computation. In considering the cost of 
buying and owning a house as compared with renting one, it is 
necessary to compute the cost over a long period of years, taking 
the following factors into consideration: 

1. Initial outlay or down payment, including all fees. 

2. Taxes. 

3. Cost of utilities such as water, light, and heat. 

4. Interest and principal payments on the mortgage. 

5. Estimated yearly cost of repairs and renovations. 

6. Cost of insurance. 

7. Depreciation in the value of the house. 
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STANDARD OIL CO. (N.J. ) 

The risks and advantages that go with homeownership must he 
carefully weighed by the prospective buyer of a house. 


These expenses should then be compared with the estimated 
costs of a rented house or an apartment covering the same period 
of years. The money factor is not the only one to be considered 
when one thinks of buying a house. There are other important 
matters involved. They include the availability of police and fire 
protection, nearness to schools and other public agencies, and 
transportation facilities. In addition, one should consider the sat¬ 
isfaction to be obtained from the ownership of a house. It may 
spring from the greater personal freedom of doing whatever one 
wants in his own house and the freedom from moving periodi¬ 
cally, which may be necessary when one rents a house or an apart¬ 
ment. It is not so easy to move from an undesirable neighborhood 
when one owns a house as when one lives in a rented one. These 
are the risks that go with all home buying, however. Fortunately, 
they are usually overbalanced by the more pleasant aspects of 
homeownership. 
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Scarce goods were rationed by the government during World War II 
in an attempt to guarantee to each individual his share. Each ration 
stamp pictured ahoic entitled the owner to purchase a fixed amount 
of a commodity. 

Economists tell us that the purchase price of a house should not 
exceed twice the annual income of the buyer. If a person earns 
$2,500 a year, he should not purchase a house costing more than 
$5,000; otherwise the cost of upkeep, including taxes, fuel, mort¬ 
gage, payments, and repairs, will be out of line with his income 
and his other household expenditures. Another important prob¬ 
lem to be considered is that of securing a mortgage. The buyer 
should be sure that he deals with a reliable real estate agent and 
that the fees charged are not excessive. 

Changing Prices—Inflation and Deflation. Another insecurity 
that the average wage and salary earner has to face is the change 
in prices of commodities due to various inflationary and deflation¬ 
ary causes. During a war and after it there is always a danger of 
inflated prices that become a source of hardship to the millions of 
consumers whose earnings remain relatively unchanged. To in¬ 
crease wages in proportion to increasing costs is, of course, one 
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solution to the problem, but that is not always done. Another so¬ 
lution is for the government to attempt to stabilize wages and 
prices and to ration goods that are scarce, as was done during 
World War II. 

Neither of these approaches can solve the problem for every 
consumer. Incomes from annuities and pensions seldom increase 
as much or as rapidly as prices rise. Inflation stimulated by black 
market and profiteering operations cannot altogether be elimi¬ 
nated by the government. 

Following the end of World War II, we saw a good example of 
the effect of inflation upon the consumer. There was a rapid in¬ 
crease in wages and prices caused bv such factors as the shortage 
of consumers’ goods, the desire for greater profits and wages, and 
the end of government controls. As a result, salaried workers and 
others who lived on fixed incomes found it difficult to make ends 
meet. By 1947 the purchasing power of the dollar as compared to 
1929 had decreased by about 75 per cent. Under such conditions 
of price changes wise buying becomes a necessity for the average 
consumer. 

PROTECTING THE CONSUMER BY LAW AND EDUCATION 

The attempts to lessen or to eliminate the difficulties of the con¬ 
sumer, wherever possible, have come from three sources: the 
government; business, trade, and professional organizations; and 
consumer groups. Let us consider the efforts of each of these 
groups. 

Federal Legislation. The first step taken by the Federal govern¬ 
ment for protection of the consumer came about indirectly when 
Congress established the National Bureau of Standards (1901). 
Designed as an economy measure for the government itself, the 
Bureau was set up to test such products as foods, textiles, and 
building materials that the government bought each year for its 
own use at the cost of millions of dollars. 

Today the Bureau has about 1,300 scientists, engineers, and 
other employees engaged in this work. It operates research and 
testing laboratories in several cities where it tests hundreds of 
products. The required specifications it sets up for products used 
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by the government are published in the Federal Stock Catalogue . 
This publication is available in the form of bulletins to anyone for 
a small fee. 

The National Bureau of Standards also attempts to obtain the 
cooperation of all manufacturers to standardize their products 
and to label them as to quality and quantity. Some results of this 
activity have been the standardization and simplification of a vari¬ 
ety of articles, including plumbing supplies, building and con¬ 
struction materials, and household wares. 

The next step taken by the government to protect the consumer 
was directed against unscrupulous and dishonest practices, par¬ 
ticularly in connection with the preparation of foods and drugs. 
Among these practices were the use of formaldehyde to preserve 
meat, the coloring of canned green peas with poisonous sub¬ 
stances, the use of habit-forming drugs in patent medicines, and 
the employment of false and misleading labels on patent medi¬ 
cines. Other attempts at adulteration of products were more 
subtle. The following example in the case of cigars illustrates the 
point: 

When first put on the market, these particular cigars are of superior 
quality and attract many smokers. After a considerable clientele has 
been built up, the quality is gradually lowered, but at a rate imper¬ 
ceptible to the ordinary smoker. In this way, the decrease in quality 
may be considerable. . . . After the sales have gradually fallen off, 
the same plan may be worked with a new brand. Similar plans are 
attempted with many commodities and are extremely difficult to 
detect. 1 

To protect the public against such dishonest practices, Congress 
passed the Federal Pure Food and Drug Act (1906). This law was 
followed by the Meat Inspection Act and various other laws hav¬ 
ing to do with the standardization of containers, weights, and 
measures. The Federal Food and Drug Administration, set up by 
the Act of 1906, was given power to seize and condemn impure 
foods and drugs, impose a fine for violation, and to serve notice 
on individuals or companies to cease unlawful practices. 

1 Waite, Warren C., Economics of Consumption. By permission, McGraw- 
Hill Book Company, Inc., New York. Copyrighted, 1928. 
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Although the Act of 1906 was a step in the right direction and 
although it brought about a reduction in the number of the more 
glaring violations, it was deficient in many respects. There were 
not enough inspectors to police the entire food and drug trade of 
the country. The act did not cover cosmetics. It did not forbid 
false or misleading advertising. Critics said that it had other faults, 
but at least it represented a beginning. 

In 1938 the Food, Drug, and Cosmetic Act gave the consumer 
better protection by providing stricter regulation of the prepara¬ 
tion and advertising of the three kinds of commodities mentioned 
in the title of the act. 

In May, 1944, the American Medical Association stated the case 
for further restriction upon the advertising of patent medicines. 
It said: 

Hour after hour, day after day, loud-speakers of radios blare forth out¬ 
rageous claims for some nostrum or “patented” home remedy. . . . 
The “patent” remedies advertised range from those that may be posi¬ 
tively harmful—to those that are merely grossly overpriced in relation 
to their value. 

Even these, however, tend to delay the use of dependable foods or 
services and initiate the expenditure of funds that might better be 
applied to securing scientific diagnosis and treatment. 

The situation requires house cleaning efforts of the radio industry 
itself and the more active interest of those governmental agencies, 
such as the Federal Trade Commission, Food and Drug Administra¬ 
tion, and Post Office Department, which are delegated with respon¬ 
sibility in this regard. 2 

The problem, obviously, is not merely one of consumption. In 
its broader aspects, it concerns the health and welfare of the en¬ 
tire population of the country. It deserves the active interest of all 
individuals. 

Governmental Agencies. Along with the legislation described, 
the Federal government from time to time has created agencies, 
principally educational in function, to inform the consumer about 
the problems of consumption. They also advise him in wise buying 
and wise use of products he buys. One of the first agencies created 

2 The Journal of the American Medical Association. Chicago, May, 1944. 
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was the Office of Home Economics, later changed to the Bureau 
of Home Economics, in the Department of Agriculture. Its duty 
was to aid American families “in the best use of their resources.” 
It conducted research on food and agricultural products and pub¬ 
licized its findings in periodic bulletins and magazines. 

During the food shortages of World War II the government 
paid especial attention to the consumers’ problems. A new agency 
was established, the War Food Administration. Its function was 
to aid the consumer in obtaining the fullest return on his money 
from foods that were plentiful and cheaper than rationed foods, 
to educate him in planning diets rich in nutritional and vitamin 
content, to instruct him in planning and preparing foods in order 
to conserve the vitamin, mineral, and other food values essential 
to good nutrition, and to furnish him with directions for canning 
and preserving food. Its educational programs consisted of peri¬ 
odic radiobroadcasts, a monthly magazine entitled Consumers 
Guide, and special leaflets, pamphlets, and posters. 

Other governmental agencies, such as the United States Agri¬ 
cultural Extension Service, the Consumers’ Project of the Depart¬ 
ment of Labor, and the Consumers’ Council of the Department of 
the Interior, offer similar services to consumers. These services in¬ 
clude advising communities about setting up school lunches for 
undernourished children, and performing home and community 
demonstrations to educate farm women in proper use of products. 
Urban leaders, trade-unions, teachers’ associations, and coopera¬ 
tives are helping to set up special study groups, publicize con¬ 
sumers’ information, and establish community libraries on con¬ 
sumers’ literature. Working with local agencies and municipal 
departments, these agencies assist with the distribution of infor¬ 
mation about brands of food, advertising, and labeling and rec¬ 
ommend legislation to protect the consumer. 

Business, Professional, and Trade Associations. A number of 
business, trade, and professional groups have undertaken to in¬ 
form the public of the superiority of their products or services. 
They have done this because they have realized the ultimate harm 
to business and to the nation as a whole that comes from the sale 
of inferior products and the misrepresentation of goods. 
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Services profitable to the consumer include the testing of cars 
and tires by automobile companies, and the publication of educa¬ 
tional and descriptive pamphlets by a variety of industries and 
businesses and trade associations. Gas stoves are tested by the 
American Gas Association. The Underwriters’ Laboratories check 
electric equipment for fire and shock hazards. Better Business 
Bureaus supported by large business organizations promote fair 
and honest business practices. The American Medical Association 
through its publications, The Journal and the magazine Hygeia, is 



The Underwriters Laboratories, the American Gas Association, and 
the American Medical Association's Council on Foods and Nutrition 
are examples of business and professional groups that help to pro¬ 
tect the consumer by testing products that are offered for sale to him. 

alert to expose quacks and fake drug remedies. Its Council on 
Foods and Council on Pharmacy test numerous products and 
award the American Medical Association seal to those that meet 
the standards approved by them. Approval of patent medicines in 
The United States Pharmacopoeia is a helpful guide to thousands 
of consumers. 

The American Dental Association, American Home Economics 
Association, and American Association of University Women are 
other organizations whose services benefit the consumer. 

Consumers’ Groups. Along with the government, business, 
trade, and professional groups, consumers have imdertaken to 
educate themselves. The two outstanding organizations in this 
field are Consumers’ Research, organized in 1929, and Consumers’ 
Union, organized in 1935. Each had in 1944 approximately 40,000 
members. These organizations use the money collected from mem¬ 
bership fees to conduct laboratory tests of hundreds of products, 
such as soaps, tooth pastes, and patent medicines. Each organ- 
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ization publishes a bulletin in which it gives the results of these 
tests and in which it lists recommended and nonrecommended 
products. Consumers’ Research also publishes a monthly maga¬ 
zine, the Consumers’ Digest, which can be purchased by non¬ 
members at most newsstands. Thus, although the membership in 
the organizations is small, the number of people who benefit from 
their work is considerably larger. 

COOPERATIVES 

Our industrial age is characterized by a division of people into 
numerous functional groups. These groups are made up of indi¬ 
viduals who perform the various kinds of work and service neces¬ 
sary for the public well-being. They are, in most cases, organized 
into associations—associations of employers, workers, farmers, doc¬ 
tors, lawyers, teachers, and so on. Each group attempts to secure 
a favorable position in the social organization. 

The National Association of Manufacturers (representing em¬ 
ployers), the American Federation of Labor and the Congress of 
Industrial Organizations (representing workers), the American 
Medical Association (representing doctors), the National Grange 
(representing farmers), and numerous other organizations are 
examples of highly organized functional groups. The full re¬ 
sources of each are used to lobby for favorable legislation, to ad¬ 
vertise the virtues of its products or services, and in other ways 
to further the interests of its members. 

In the competitive struggle among these contestants, the most 
frequent sufferer in the past has been the consumer. Each con¬ 
sumer is, directly or indirectly, a member of such a functional 
group. Yet the advantages obtained from this membership have 
been, for the greater number of consumers, less than the disad¬ 
vantages that result from the fact that the individual is also a 
member of the less organized and less well-informed consumers’ 
group. 

We have described the disadvantageous position of the con¬ 
sumer and the efforts that have been made to better his position. 
One effort we have not yet described is the consumers’ coopera¬ 
tive, which originated over a hundred years ago. In its early years 
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the cooperative was primarily a means by which consumers could 
gain for themselves savings and other advantages which they 
could not otherwise have. But as the cooperative movement has 
spread, its sponsors have endowed it with a social philosophy that 
goes beyond the immediate problems of consumption. As now in¬ 
terpreted by many of its supporters, the cooperative is an ap¬ 
proach to a new kind of economic, nonpolitical society. In this 
society, according to its advocates, the weaknesses of the competi¬ 
tive system of production and distribution would be reduced or, 
perhaps, eliminated. During the last century the cooperative 
movement has gained considerable strength, as is shown bv the 
increase in the number of its followers and in the amount of busi¬ 
ness cooperatives transact annually. 

THE COOPERATIVE MOVEMENT 

In 1844 a group of twenty-eight weavers in Rochdale, England, 
pooled all their savings in order to form a new kind of business 
organization. It consisted of a retail store owned and operated 
cooperatively for the benefit of its customers. Having just lost a 
strike, these weavers wanted to save money on their ordinary day- 
to-day purchases. They believed they could do so if they were 
able to eliminate the profits that normally went to the owners of 
the stores where they traded. They had about $140 among them 
and, with that as a beginning, they opened a store in an old ware¬ 
house in their neighborhood. Contrary to all expectations the co¬ 
operative prospered. Over a period of years its membership in¬ 
creased and its business multiplied. 

Cooperative Principles. The original reason for the Rochdale ex¬ 
periment was the desire of its members to save money and im¬ 
prove the quality of the goods they consumed. There were also 
other reasons which were less obvious. There was, for example, 
the hope and the desire to establish a new kind of society-one 
based on cooperation rather than competition. The principles that 
the weavers accepted as the guiding philosophy of their organiza¬ 
tion aimed at doing away with competition and the profit motive. 
Cooperation and production for use were to take their places. 
These principles, although they have been modified and expanded 
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by the followers of the movement, are still much the same today 
as when they were set forth by the Rochdale society. They may be 
stated as follows: 

1. Any person may join a cooperative by buying a share of 
stock at the value fixed by the cooperative. 

2. The value of a share of stock shall be small enough to permit 
persons of moderate circumstances to buy at least one share. 

3. Control of the cooperative shall be fully democratic. Each 
member shall have only one vote in determining general 
policy, regardless of the number of shares of stock he owns. 

4. In so far as possible, articles sold at a cooperative store shall 
be sold at current market prices. 

5. Anyone, members or nonmembers, shall be permitted to pur¬ 
chase at a cooperative store. 

6. Profits shall be distributed to members only, not according to 
the number of shares held, but according to the amount of 
purchases. 

7. Part of the savings shall be devoted to the promotion of edu- 
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SWEDISH-INTERNATIONAL PRESS BUREAU 


Apartment houses in Sweden owned and operated hij a consumers’ 
cooperative group. 

cational activities that are designed to increase consumer 
cooperatives and thus eventually to achieve a new economic 
order. 

Extent of the Cooperative Movement. Since 1844 the coopera¬ 
tive movement has spread from England to all parts of Europe 
and to this country. Its most striking success, before World War 
II, was in England and in the Scandinavian countries, particularly 
Sweden. In England the original Rochdale Society is still in exist¬ 
ence. At the opening of World War II it had 44,000 members and 
an annual business of about $3,300,000. During its existence it 
has given back to its consumers $19,500,000 in dividends. At the 
same time there were in England about 1,500 other retail coopera¬ 
tive stores doing an annual business of about $1,000,000,000. The 
total membership ran into millions of persons. 

In Sweden the cooperative movement was at first threatened by 
several monopolies and international cartels. The struggle, ending 
in a victory for the cooperative, is pointed to by all supporters of 
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the movement as an example of what cooperation among con¬ 
sumers can accomplish. In its fight against the trusts and cartels, 
the most notable victories were over the margarine trust, the flour 
trust, and the galoshes trust. In each case the cooperative built its 
own factories, went into production, and lowered the price of the 
product to a reasonable level. 

Just before World War II membership in Sweden’s coopera¬ 
tives numbered 590,000, representing one out of every three house¬ 
holds. Membership was not limited to laborers or farmers, but in¬ 
cluded white-collar workers, tradesmen, small workshop men, and 
a few corporations as well. 

Another notable example of the success of the cooperative 
movement is to be found in Denmark. The Danes have been par¬ 
ticularly successful with the marketing cooperative in which the 
individual producers (farmers) pool their products and market 
or sell them together. The success of the movement in this little 
country is due in part to a blending of several factors: a high de¬ 
gree of literacy, a love of democracy, a cooperative spirit, and a 
need for frugality. Before World War II, there was only one per¬ 
son out of every thousand who could not read; 94 per cent of the 
farmers owned their land. In addition the government itself was 
socialist-minded and favorable to the cooperative movement. 

In the United States the cooperative movement first took root 
among the farmers. Having been hard hit by the loss of foreign 
markets following the end of World War I, American farmers be¬ 
gan forming marketing cooperatives to help them sell their prod¬ 
ucts. Having met with success in the marketing field, they began 
to form producing, credit, and purchasing cooperatives. It is esti¬ 
mated that by 1938 about one third of the farmers of this country 
belonged to at least one cooperative. 

Among city folk the cooperative movement has seemed to ap¬ 
peal most to members of some labor unions and to a number of 
white-collar workers. City cooperatives have generally served 
consumers. The financial credit cooperative, known as the credit 
union, also has been popular. The credit union operates somewhat 
like a mutual savings bank, except that membership is open only 
to the employees of a particular organization and not to the public 
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at large. The benefits to the members are usually yearly dividends 
divided proportionately and low interest rates on loans. Con¬ 
trasted with interest rates on loans from other credit agencies and 
loan associations, which sometimes run as high as from 20 to 40 
per cent a year, the credit union’s rate of from 3 to 5 per cent rep¬ 
resents a real saving. Furthermore, loans to members are usually 
made without the requirement of securities or endorsements by 
other persons. 

The cooperative movement as a whole cannot claim the success 
in the United States that it has had in European countries. The 
reason for this lack of success lies partly in the fact that we Amer¬ 
icans have been pioneers in a rich country. Our philosophy has 
been that of rugged individualism and competition. We haven’t 
felt the need to begrudge the middleman his profits. We made 
enough to buy what we wanted, and if we did not do well in one 
place there was plenty of land and plenty of opportunity else¬ 
where. 

During the depression years before World War II, about 500 
different cooperative associations were operating retail stores and 
rendering other services. The war slowed up the movement be¬ 
cause once again there was “prosperity.” What the future holds 
for the cooperatives is hard to tell. It will unquestionably depend 
a great deal on how much success we have in this country in main¬ 
taining full employment, good wages, and general prosperity. The 
movement is not without significance, however, as one attempt 
that has been made to solve some of the economic problems of our 
industrial age. 

QUESTIONS 

1. Why was consumption less of a problem before the industrial 
revolution than it is today? 

2. What are consumers' goods? 

3. Explain the statement, “Man's wants are capable of unlimited 
expansion.” 

4. List five factors that influence us in our choices of the goods and 
services we will consume. 
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5. Show that style, fashion, and taste influence consumption. 

6. When is advertising of benefit to the consumer? Give an ex¬ 
ample. 

7. When may advertising be harmful to the consumer? Give an 
example. 

8. Define: budgeting, minimum standard of living. 

9. Define installment buying. What is meant by hidden interest in 
installment buying? 

10. List the factors to be considered by a person who is considering 
the purchase of a home. 

11. How did the government attempt to protect the consumer 
against inflation during World War II? 

12. What activities are carried on by the National Bureau of Stand¬ 
ards? 

13. List some former dishonest practices in connection with the 
sale of food and drugs. 

14. What legislation has been adopted to protect consumers of 
foods and drugs? 

15. Bv what means have trade, business, and professional groups 
tried to protect the consumer? 

16. What is a consumers' cooperative? 

17. Describe the origin of the cooperative movement in England. 

18. Distinguish between a cooperative and a corporation. 

19. What are the principal aims of the cooperative movement? 

20. In what countries has the cooperative movement met with the 
most notable success? 

21. Why has the cooperative movement been less successful in the 
United States than in some European countries? 

22. How can the school promote better consumer education? 

FOR FURTHER STUDY 

Suggested topics for reports: 

1. The History of Style and Fashion in Clothing 

2. The History of Style and Fashion in Furniture 

3. A Visit to a Cooperative Store in Your Community 


THE CONSUMER 233 



4. Buying a Home—Legal Steps to Be Considered 

5. Building and Loan Associations 

6. The Rochdale Plan 

7. Robert Owen’s Experiment 

8. Marketing Cooperatives in the United States 

9. The Cooperative Movement in Sweden 
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PART THREE: ECONOMIC, SOCIAL, AND 
POLITICAL SAFEGUARDS 



O nce, during World War II, a group of students were discuss¬ 
ing how war could be eliminated. There were many sugges¬ 
tions: “Kill the Japs.” “Get rid of the Germans.” “Form a new 
League of Nations.” “Use force.” “Educate the people.” And then, 
one student made a statement that temporarily stopped all discus¬ 
sion. He said: “You can’t stop wars. You’ll always have wars.” 

There seemed to be no counterargument to this statement. It 
was almost like a bombshell in its effect. Yet its power came not 
so much from its logic as from the fact that it is what people 
have been saying for hundreds of years. We have seen too many 
treaties regarded as scraps of paper and too many promises broken. 
We have seen too many plans for peace find their way into the in¬ 
ternational wastebasket. Wars have been with us for so Jong that 
we can scarcely imagine a world without them. And yet who will 
deny that there exists in each of us a longing for an end to all wars 
and a hope for everlasting peace? 

In spite of what some people believe, human nature is not the 
cause of war. The average person wants peace and security. lie 
wants a decent home. He wants to create. lie wants a produc¬ 
tive job and the friendship and companionship of his fellow men. 
Nevertheless, every so often nations go to war. We all know that 
it is stupid to do so; but it seems, so we arc told, that there are 
forces beyond our control that make us do this thing that we do n’t 
want to do. Are there? 

In the case of war mankind has for too long resigned itself to 
the philosophy of “what has to be, has to be.” This philosophy 
hinders our thinking, not only about war, but also about many 
other social problems that concern the future. Many of us accept 
the inevitability of business cycles, of depressions, slums, crime, 
poverty, unemployment, and war—because these things have per¬ 
sisted in the world. 

It is time for us to change our thinking. The past is the past. 
Let us not use it as a crystal ball to foretell the future. Let us 
use it as a guide to help us shape the world to come as we think 
it should be. 



PART THREE: ECONOMIC, SOCIAL, AND 
POLITICAL SAFEGUARDS 

chapter 10: Social Security 

chapter 11: Slum Clearance and Crime Prevention 
chapter 12: International Relations and World Peace 
chapter 13: Making Democracy Work 


Chapter 10: SOCIAL SECURITY 

Economic ills and disasters, as we have already seen, are of two 
kinds. One kind, such as floods, earthquakes, and famines, is 
brought about mainly by nature. The other, which includes wars, 
depressions, and poverty, is brought about, at least in part, by 
man. The two kinds of disaster frequently overlap. Both can be 
and have been subject to human control. 

Aided by science, society has already accomplished a great deal 
toward eliminating some nature-produced catastrophes and in re¬ 
ducing the ill effects of others. Progress has been made, for ex¬ 
ample, in the control of famines, floods, and disease. But in spite 
of advances in science, we have been less successful in eliminating 
or even minimizing the ill effects of the disasters that man helps 
to bring upon himself. That we still have wars is the most glaring 
of society’s failures. We still have poverty; and we still have de¬ 
pressions. 

The way in which various nations go about trying to correct 
such economic and social ills depends to a large extent upon the 
beliefs that they hold concerning the right relationship between 
a government and its people. 

OPPOSING PROGRAMS 

We have already mentioned three significant trends that have 
been noticeable since the industrial revolution: 
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1. A gradual shift from ownership of the means of production 
by individual to group ownership. In Russia this change was 
extreme and sudden. 

2. Recurring periods of depression which have progressively 
increased in length and severity. 

3. Abandonment of laissez faire, or noninterference by govern¬ 
ment in business, as an economic and political philosophy. 
The policy of laissez faire has to a large extent been replaced 
bv regulation of various phases of our economic and social 
life by go\ eminent. 

People have differed in their opinions about the desirability of 
increased group control of production and the abandonment of 
laissez faire. Nevertheless, everyone would like to see recurring 
depressions arrested. There has been much public debate as to 
whether depressions and general conditions of poverty and in¬ 
security can be eliminated without regard to the abandonment of 
laissez faire. The problem centers around the struggle between 
those who favor individualism and those who favor collectivism, 
or socialism. Individualism is the theory that a minimum of gov¬ 
ernmental control over a person’s activities is desirable. Collec¬ 
tivism is an opposite theory that provides for a maximum of con¬ 
trol over the individual by government. 

Attitudes toward Individualism and Socialism. The degree to 
which governments have regulated and controlled the lives of 
their citizens has varied from time to time and place to place. 
Wherever rulers have been dictatorial, the individual has been al¬ 
most entirely subservient to the state. Such a situation existed in 
ancient Sparta under the tyrants and in Egypt under the Pharaohs. 
It has also existed in modem dictator governments. 

Under governments in which lawmakers and other officials are 
democratically elected, the rights of the individual have been 
more highly respected. This was the case at times in ancient Ath¬ 
ens and Rome, and it is true in our democratic countries today. 

Our own ideals concerning the relationship between the indi¬ 
vidual and his government are nowhere better expressed than in 
the Declaration of Independence. According to that document, 
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governments were established to ensure life, liberty, and the pur¬ 
suit of happiness. But how much is government to do or not to do 
toward securing life, liberty, and happiness for its people? It is 
exactly at this point that believers in individualism and those who 
believe in a socialistic society differ. 

It has long been recognized that governmental regulation is 
both necessary and desirable in some phases of our social and 
economic life. During a war the government assumes almost un¬ 
limited powers to regulate the individual’s life, even to the extent 
of taking it from him in the case of treason. But even in wartime 
we question any governmental control that seems to be an unnec¬ 
essary infringement of individual freedom of action. 

At no time are people in a democracy ready to accept blindly 
all actions of government. This is as it should be. Continuous criti¬ 
cism, watchfulness, and discussion are basic to efficient, demo¬ 
cratic government. Few people, however, question the govern¬ 
ment’s right to control individual action where the successful 
prosecution of war is concerned. 

During peace people are generally less willing to give to the 
government the broad powers it uses during war. For example, 
during the course of World War II, we accepted the need for regu¬ 
lation of prices and wages by the government. But as soon as the 
war ended there was a general demand for the end of such gov¬ 
ernmental powers. Yet, even under normal conditions, certain 
powers are recognized to be essential to social and economic order 
and public welfare in general. 

In our country we have accepted the need for various branches 
of government to regulate some of the individual’s activities. Po¬ 
lice and fire protection, road and bridge construction, accident 
prevention, sanitation and health protection, education, mail de¬ 
livery, and crime control would not be possible without the use 
of governmental regulation. Scarcely anyone questions the wis¬ 
dom of laws which compel children below a fixed age to attend 
school; compel a person who wishes to practice medicine, law, or 
dentistry to pass a government examination; or require a person to 
pass certain health tests before he is permitted to marry. Few peo¬ 
ple think that the government is curbing individual freedom by 
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such laws. To be sure, such regulations are restraints upon indi¬ 
vidual freedom, but they are of benefit to all. 

There are two kinds of governmental regulation, however, that 
we are altogether unwilling to accept. These concern one’s religious 
beliefs and the way in which one earns a living. In religion it is 
generally agreed that there should be no governmental regulations 
except those which make it possible for each individual to worship 
and practice his religion according to his own beliefs. Most demo¬ 
cratic governments have accepted this principle. In economic 
matters the story has been quite different. Concerning them, the 
dispute between those who favor more and those who favor less 
government participation in economic life has been intense. The 
pendulum has swung alternately in opposite directions. 

The Decline of Laissez Faire. For almost three hundred years 
before the industrial revolution the dominant political and eco¬ 
nomic philosophy was expressed in the mercantile theory. Under 
its influence governments taxed imports and exports, encouraged 
some industries by grants of money or other aid, discouraged 
other industries by tax laws, and raised armies and fought wars. 
Their purpose was to build up large stocks of gold and silver in 
their treasuries. Imperialism, the practice of obtaining colonial 
possessions to serve as sources of raw materials and as markets for 
manufactured products, was born of this philosophy. Many wars 
have grown out of imperialism. 

Then came the industrial revolution. The pendulum swung. 
The mercantile theory began to be replaced by the principle of 
laissez faire. Adam Smith, a famous economist, was an advocate 
of this philosophy. He and his followers believed that if individ¬ 
uals were free to engage in economic activity without being in 
any way restrained by law or by any other form of social control, 
the result would be the “greatest good for the greatest number.” 

Under the influence of this idea governments adopted a “hands 
off” policy. Business and industry were allowed to develop under 
the principle of unregulated competition and uncontrolled profit. 

After about a hundred years, some people began to feel that 
laissez faire did not achieve what had been claimed for it. Society 
as a whole was not experiencing the greatest good for the greatest 
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CULVER 


The Scottish economist , Adam Smith, believed that government 
should not interfere in antj uay uith the economic activities of its 
people 

numbei, lather, in their opinion, great harm was affecting great 
numbers While condemning this state of affairs, some of the op¬ 
ponents of laissez faiie demanded its exact opposite—full control 
and ownership of the means of production by the people. Thus 
were bom the theories of socialism and communism that are the 
opposites of individualism. 

Although the world generally rejected socialism and commu¬ 
nism as ways of life, people did begin to believe that some govern¬ 
ment regulation was necessary. Even before World War I the 
governments of England, Geimany, France, the Scandinavian 
countries and the United States began to adopt economic and so- 


SOCIAL SECURITY 241 



cial measures regulating certain phases of economic activity. Fac¬ 
tory inspection laws were passed in an effort to improve health 
conditions in factories and to reduce the number of industrial 
accidents. The working hours of children and women were re¬ 
stricted. Food inspection laws were enacted. In England, Ger¬ 
many, and the Scandinavian countries various forms of social in¬ 
surance were provided. 

In our own country, when extreme competition led to monopo¬ 
listic control of business and industry, laws were passed to curb 
monopolies and to regulate competition. To date the trend 
throughout the world has been toward a greater amount of public 
regulation of social and economic activities that affect the general 
welfare. 

Since the 1930’s, however, some people have felt that the trend 
toward greater social control of economic activities has not been 
rapid enough. The depression revealed, they say, that even in our 
own country, supposedly prosperous and wealthy, there were peo¬ 
ple who were ill-clad, ill-housed, and ill-fed. We have people who 
suffer from undernourishment. We have slums, juvenile delin¬ 
quency, and people who must continually fear the triple specter 
of unemployment, sickness, and old age. 

The depression and World War II that followed it again fo¬ 
cused attention on the struggle between individualism and social¬ 
ism. During the depression and because of it, the United States 
government undertook activity that was regarded by some as an 
unnecessary and unwarranted interference with individual free¬ 
dom. The depression, more or less, forced such activity upon the 
government. When banks were closing by the hundreds, workers 
were losing their jobs by the millions, business was going bank¬ 
rupt, prices were sagging lower, and soup lines were lengthening, 
someone had to take strong and quick action. 

Some of the steps taken by the government in the midst of de¬ 
pression were temporary in nature and were designed primarily 
to pull the country out of economic chaos. Other phases of this 
New Deal legislation, as it is called, seemed not to be temporary, 
but part of a new economic and social philosophy. Social security 
legislation, limitation of working hours, assurance of the right of 
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labor to organize, regulation of the sale of stocks and securities, 
and insurance of bank deposits were parts of this new program. 

SOCIAL SECURITY IN THE UNITED STATES 

The Philosophy of Social Security. Historically, poverty and its 
accompanying ills have been dealt with through charity. At first 
most charitable efforts came from private individuals, people who 
were kind of heart, sympathetic, and usually religious. In time 
these individual efforts were organized into private, and later into 
public, charitable organizations to care for the different kinds of 
poor and needy. The care of the less fortunate was thus divided 
between public and private charities. There were county poor- 
houses for the aged and public institutions for the feebleminded 
and the blind. There were also private agencies, such as family 
societies for the care and protection of the orphaned and the 
young. At first the work of both the public and private organiza¬ 
tions was primarily concerned with giving financial aid. 

The public and private relief programs that we have described 
had a tendency to cause loss of self-respect and degradation 
among those who needed and received help. But with the growth 
and development of better understanding of the causes of poverty 
new methods of dealing with the underprivileged were devel¬ 
oped. With the introduction of the social case-work technique a 
large part of the effort of both private and public relief agencies 
was devoted to giving social and personal guidance and assistance 
to the victims of misfortune. The purpose was to help them regain 
their self-respect and become self-supporting. The vocational re¬ 
habilitation of many of our blind and crippled is a result of this 
new kind of help given to some of our poor and needy. 

Following the depression of the 1930’s, and even long before 
it, it became evident that neither private nor public charities, as 
organized at the time, were able to cope with the problems of 
poverty, relief, and unemployment. The results of periodic de¬ 
pressions, technological changes in production, and industrial 
accidents had to be dealt with by other means. New economic 
and social ideas were being proposed. The belief was growing 
that it was not enough only to try to lessen the suffering of the 
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needy. Society must make every attempt to eliminate the causes 
of their misfortunes. Economic planning by the government was 
proposed by some students of poverty. Others favored some sys¬ 
tem of social security. The latter, they pointed out, would be a less 
radical departure from our traditional individualism than govern¬ 
ment planning. 

The depression of the 1930’s made conditions ripe for some 
change, and Congress responded in 1935 with the most compre¬ 
hensive social security plan in our history. 

As passed in 1935 and amended in 1939, the Social Security Act 
provided for: 

1. A system of old-age and survivors insurance. 

2. A Federal-state cooperative plan of unemployment insur¬ 
ance. 

3. A Federal-state cooperative program for providing assist¬ 
ance to the blind, dependent children, and aged people who 
were not provided for elsewhere in the plan. 

4. A Federal-state program for health and welfare services and 
for vocational rehabilitation of the physically incapacitated. 

Old-age and Survivors Insurance. The system of old-age and sur¬ 
vivors insurance provides for a retirement income for persons past 
sixty-five years of age who have been employed in certain spe¬ 
cified occupations. The sum to be received by each worker upon 
his retirement is computed according to a set formula. He receives 
40 per cent of the first $50 of his average monthly earnings, plus 
10 per cent of his average monthly earnings above $50 (up to 
$200). This sum is known as the basic amount. To it is added 1 per 
cent of the basic amount times the number of years the person 
was employed. The amount received by each person, therefore, 
varies with his average monthly earnings and the number of years 
he has been employed. No person, however, may receive less than 
$10 nor more than $85 a month. 

In addition to payments to the worker himself the system pro¬ 
vides certain payments to the dependents of the insured. The 
wife, if over sixty-five years of age, and each child under sixteen 
years of age, or under eighteen if still attending school, receives 
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Not all employed persons are 
eligible for social security ben¬ 
efits. Among the ineligible are 
farm workers and men or wom¬ 
en who are self-employed. 
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a monthly payment equal to half of the insured person’s benefits. 
Thus, if a man is eligible for $40 a month, his wife, if she is over 
sixty-five years of age, would be eligible for $20 a month. If there 
were any children under sixteen years of age, or under eighteen 
and attending school, each would be eligible to receive $20 a 
month. 

Should the insured person die either before or after his retire¬ 
ment, his wife, if over sixty-five years of age, is entitled to monthly 
payments equivalent to three-fourths of the benefits due her hus¬ 
band. Each child under sixteen, or under eighteen if still attend¬ 
ing school, is eligible to receive monthly payments equal to half 
the benefits due him. If there is no eligible survivor, the nearest 
relative or any other person burying the insured is eligible to re¬ 
ceive his monthly benefits for six months, after which the pay¬ 
ments terminate. 

Financing the Cost. For the first 3 years this program was to be 
financed by a 1 per cent pay-roll tax collected from both the em¬ 
ployer and the employee. According to the original act, these 
taxes were to be increased by Vi per cent every 3 years until the 
tax reached 3 per cent in 1949. So far Congress has by special leg¬ 
islation postponed the increase. 

The reserve fund accumulated from the taxes is administered 
by the Secretary of the Treasury, the Secretary of Labor, and the 
Chairman of the Social Security Board. The entire program is ad¬ 
ministered by the Social Security Board, which keeps a separate 
account for every person covered by the act under the social se¬ 
curity number assigned to him. 

The social security program does not cover all occupations. 
Those employees who are not covered are: 1 


Employees Number 

Farm laborers. 11,000,000 

Domestic workers. 3,000,000 

Casual workers. 3,000,000 

Employees of nonprofit institutions. . . . 1,000,000 

Government employees. 4,000,000 

Sel f-employed. 5,000,000 

Total. 27,000,000 

1 Figures are for 1943. 
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1 I.»R\RY OF CONGRESS 


Most persons employed in industry are subject to social security legis¬ 
lation 

Unemployment Insurance. As provided in the original Social 
Security Act, each state operates its own system of unemployment 
insurance, or unemployment compensation as it is sometimes 
called. A Federal tax of 3 per cent is levied on the pay roll of every 
employer of eight or more persons. Each state then receives part 
of this money to defray up to 90 per cent of the cost of its system. 
The weekly amount of compensation received by the individual 
varies from state to state. Originally, the payments in some states 
were as low as $2 a week. After World War II the weekly benefits 
were considerably larger, the maximum ranging from $15 to $28 
a week for all states. 

In no state does a person begin to receive insurance benefits as 
soon as he loses his job. There is a waiting period of a week or 
more. The number of weeks of unemployment during which pay¬ 
ments are made also varies. In 1943 the average was 10 weeks. 
After World War II most of the states provided payments for at 
least 18 weeks. All states make it compulsory for the unemployed 
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person to report periodically to public employment offices to reg¬ 
ister for employment and to accept available employment if he 
wishes to be eligible for benefits in the future. 

Unemployment insurance has generally been accepted as a de¬ 
sirable effort toward meeting the problem of unemployment. 
Some people feel, however, that the system should be operated by 
the Federal government so that it would be uniform, and that the 
weekly payments should be increased and extended over a longer 
period of time. The criticism that the old-age insurance system 
does not cover all workers who should be covered also applies to 
the unemployment insurance program. Workers who are not in¬ 
sured include agricultural and domestic workers, employees en¬ 
gaged in shipping on navigable waters of the United States, per¬ 
sons employed by members of the immediate family, government 
workers, employees of nonprofit organizations, and workers in 
businesses or industries employing less than eight persons. 

Public Assistance Program. The Social Security Act also em¬ 
powers the Federal government to grant financial assistance to 
states that set up programs of public aid to three groups of needy 
not covered by other social insurance provisions of the act: 
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1. The needy blind. Any blind person over twenty-one years 
of age who has no means of support. 

2. The needy aged. Any person over sixty-five years of age who 
has no means of support. 

3. Dependent children. Any child under sixteen years of age 
(or under eighteen if still attending school) who is deprived 
of parental support due to death, continued absence from 
home, or physical or mental incapacity of either parent. 

Health and Welfare Services. There is a threefold Federal-state 
cooperative program designed to promote maternal and child 
health, services for crippled children, and child welfare. Each 
state must have its plans for child welfare and public health ap¬ 
proved by the United States Public Health Service before Federal 
aid is given. An additional feature of this program is the provision 
granting Federal funds to states that set up plans to rehabilitate 
persons who are occupationally handicapped through disease, 
accident, or other causes. This part of the program is administered 
by the United States Office of Education. 

PLANNING TO PREVENT ECONOMIC DISASTERS 

Government planning as a means of safeguarding society 
against its numerous economic hazards implies a great amount of 
social control and regulation of all phases of economic life. Those 
who favor it look upon it as an unavoidable trend. They regard it 
as the only means of successfully dealing with the economic and 
social problems that arise from our highly complex and interde¬ 
pendent society. Those who oppose it deny that it is unavoidable 
and look upon it as the beginning of the enslavement of the in¬ 
dividual. 

In its extreme form, government planning means complete con¬ 
trol and regulation of all economic activities, particularly those 
that concern manufacturing, finance, agriculture, transportation, 
communication, and health. 

Such planning might include subsidization of certain industries 
by the government, price regulation and wage stabilization, ra¬ 
tioning of retail products even in time of peace if necessary, and 
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a system of priorities such as was used during World War II to 
control production of essential and nonessential goods. It would 
also include the operation of certain types of industries, particu¬ 
larly public utilities, a system of public works, and increased reg¬ 
ulation of financial and industrial operations, leading if necessary 
to complete public ownership of the means of production and dis¬ 
tribution. 

The arguments for and against such government planning are 
usually as follows: 


Those who favor some degree of govern¬ 
ment planning say: 

1. Free enterprise, or complete laissez 
faire, is impractical in an industrial 
society as complex as ours. History 
has shown that business left to it¬ 
self first undergoes cutthroat com¬ 
petition and then unregulated mo¬ 
nopoly, both of which are harmful 
to society. 

2. Individual freedom cannot exist 
without economic freedom. No man 
can feel free unless he can be certain 
of having a job as long as he needs 
it and unless he feels certain that 
his family will be taken care of if he 
is incapacitated by sickness, acci¬ 
dent, or old age. 

3. In a society as complex as ours gov¬ 
ernment without bureaucracy is 
not possible. Bureaucracy will not 
be dangerous, however, so long as 
the public is well informed and 
retains the right to change its gov¬ 
ernment periodically. Without gov¬ 
ernment planning society is subject 
to periods of depression and unem¬ 
ployment. 

4. A degree of government regulation 
and control has been supported in 
the past, when it favored their own 
interests, by people who now oppose 
it. Evidence of this is seen in the 
lobbies maintained by business to 
influence legislation on tariff and 
subsidies to railroads, for example. 


Those who oppose government planning 
say: 

1. Government planning destroys free 
enterprise which is the birthright 
of every American. It will interfere 
with business to the extent of 
throttling initiative, which has been 
the basis of our progress and 
achievement. 

2. Government planning fosters regi¬ 
mentation. It will cause people to 
lose their individual freedom by 
being made to fall in line with the 
various government edicts. As a 
result, the individual will become 
helplessly reliant upon a paternal¬ 
istic government. 

3. Government planning fosters gov¬ 
ernment by bureaucracy, which is 
government by administrative de¬ 
cree rather than by laws made by 
the duly elected representatives of 
the people. Bureaucracy is danger¬ 
ous because it leads to waste, an 
excessive number of government 
employees, overlapping of official 
duties, inefficiency, and undue inter¬ 
ference by government in the life 
of the citizen. 

4. Some government regulation is 
necessary, but complete govern¬ 
ment planning will pave the way 
for a government of arbitrary rule 
and tyranny. This will eventually 
lead to dictatorship. 


250 ECONOMIC, SOCIAL, AND POLITICAL SAFEGUARDS 



AN EXPANDED SOCIAL SECURITY PROGRAM 

A form of government planning was proposed in 1942 by the 
National Resources Planning Board. The Board had been commis¬ 
sioned to suggest to Congress postwar plans for preventing or 
lessening the harmful effects of depressions, unemployment, old- 
age insecurity, slum conditions, disease, and general poverty. 

The main features of the expanded social security program that 
the Board suggested are: 

1. A-system of public works to provide full employment during 
periods of depression when private industry cannot do so. 

2. A system of social insurance to protect all against the inse¬ 
curity of old-age unemployment. 

3. A program to assist young people who are beyond the com¬ 
pulsory school age to assume the responsibilities of citizen¬ 
ship. 

4. A more liberal system providing a minimum of security for 
those not covered by any system of social insurance. 

5. An adequate health insurance program. 

6. A plan for more adequate public health services. 

7. A program designed to improve the nutrition of our people. 

Public Works. During the last depression the Federal govern¬ 
ment initiated a system of public works to be carried out under 
the Works Projects Administration and the Public Works Adminis¬ 
tration. The Public Works program was a measure to reduce un¬ 
employment and to stimulate business recovery. Under this pro¬ 
gram unemployed persons on relief were hired to work on various 
public projects. They were engaged to build roads, erect post 
offices, schools, and other public bulidings, or to participate in 
community orchestras and theatrical companies, and so on. 

The philosophy of public works maintains that government 
must provide work for all adults able and willing to work when 
private industry is unable to offer full employment. Public proj¬ 
ects carried out under such a program must be planned in ad¬ 
vance if they are to be useful to the nation as a whole. Those who 
favor public works suggest that they be planned in a way to per- 
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mit the number of projects to be increased or decreased as private 
employment contracts and expands. 

People who oppose public works usually point to the “boon¬ 
doggling,” “made work,” and “shovel-leaning” of the early years 
of the WPA as evidence of the undesirability of such public proj¬ 
ects. It has not been charged, however, that all of the government 
projects were of that kind. 

There is at present some agreement as to the usefulness of pub¬ 
lic works projects during periods of unemployment, provided they 
do not compete with private industry and are properly supervised. 
Friends of a public works program hope that one can be devel¬ 
oped that will tide the nation over periods of depression and give 
some measure of relief from unemployment. Such a program they 
say would be preferable to a system of direct relief because it 
would help to maintain skills later to be used by private industry 
and would help to provide the additional purchasing power 
needed to stimulate industrial recovery. 

Social Insurance. The proposed social insurance program would 
extend the present old-age and unemployment insurance pro¬ 
grams. It would cover all workers and self-employed persons of 
moderate incomes, secure larger monthly or weekly payments for 
the worker and his beneficiaries, lengthen the period during 
which the worker would be eligible for unemployment insurance 
payments, and federalize the state programs to make them uni¬ 
form. 

Insurance is generally regarded as one of the best means of 
providing against catastrophe. Millions of dollars are spent an¬ 
nually in the United States for life, accident, fire, theft, and other 
kinds of private insurance. This in itself is a recognition of the 
wisdom of providing insurance against the common disasters of 
everyday life. Social and private insurance are based on the same 
principle, that of spreading the cost to many persons over a long 
period of time. 

Unlike public works or outright public assistance, social insur¬ 
ance is a self-supporting enterprise. It is maintained by contribu¬ 
tions from both employer and employee that are collected at a 
time when they are best able to make them. Under a social insur- 
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To prevent any tendency toward idleness that may result from a 
system of unemployment insurance , it has been proposed that such 
a program should be administered by a nation-wide system of un¬ 
employment offices. 

ance program, the recipient gets what he has paid for—just as 
when a person receives money from an endowment or accident 
policy. 

There is more disagreement about the operation of a system of 
unemployment insurance than about the desirability of such a 
plan. The differences of opinion concern chiefly the length of the 
period during which the insured is eligible to receive compensa¬ 
tion for unemployment and the amount he shall receive. Some 
people believe that the amount received should be considerably 
less than what the recipient could earn in private employment; 
otherwise he may become satisfied to remain idle. It is likewise 
believed that long periods of eligibility for unemployment com¬ 
pensation will lessen the incentive for people to seek employment. 

To prevent any tendency toward idleness that may result from 
a system of unemployment insurance, it has been suggested that 
the program be administered uniformly by a nation-wide system 
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of employment offices. An unemployed individual would be re¬ 
quired to report periodically to a public employment office for in¬ 
terviews and to accept employment paying wages suitable to his 
ability and training when such employment is available. On this 
point also there is difference of opinion. 

One school of thought contends that an unemployed person 
should accept any kind of work and that unemployment insurance 
payments should be stopped if he refuses. The opposing argument 
is that to make a person accept work at wages lower than the pre¬ 
vailing wage for his type of work would be to give employers a 
weapon against laborers. 

It has been suggested that to cope with the problem of unem¬ 
ployment a program of vocational training and rehabilitation be 
established to retrain individuals who are thrown out of work by 
technological changes in industry. The National Defense Train- 
ing program used before and during World War II had a similar 
purpose. It trained men and women for defense jobs in which 
they had had no previous experience. Those who favor such a 
program say that it is as necessary to retrain individuals to enter 
new occupations in order to fight economic distress during times 
of peace as it was to prepare them for new jobs in order to win 
the war. 

Youth Program. Most of the public schools in this country offer 
free education to young people up to sixteen or eighteen years of 
age. In the past it was assumed that beyond those ages young peo¬ 
ple, even though they do not reach legal adulthood until the age 
of twenty-one, are ready to enter some field of employment. With 
the exception of the relatively few youths who entered an institu¬ 
tion of higher learning to train for one of the professions, that has 
been the case. 

In many instances employment, whether by one’s parents or by 
someone else, began at an age much earlier than sixteen or eight¬ 
een. We have since learned that neither chronological age nor 
legal age is the whole factor that transforms a person from youth 
to adulthood. People mature at different ages according to their 
native endowments, their education and training, and their fam¬ 
ily and general social background. 
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The training of young people to assume the adult responsibilities of 
homemaking and employment is a public duty. This duty is carried 
out mainly by state and local government. 

Society is not always in a position to provide young people with 
employment whenever they want to work or are ready for it. The 
American Youth Commission, a nongovernmental agency inter¬ 
ested in the general welfare of youth, reported that in 1935 there 
were about 5 million young men and women between the ages 
of sixteen and twenty-five who were both out of school and out of 
work. 

The depression was partly responsible for this army of unem¬ 
ployed youth, but it was not the only cause. Technological 
changes were revolutionizing production so rapidly that there 
were temporarily, at least, fewer jobs for young people. 

World War II changed this condition for a time but did not 
solve the problem. The need remains for providing opportunities 
for employment or further education and training for young peo¬ 
ple who have passed the secondary school age but who have not 
yet reached adulthood. The assumption here is that it is to soci¬ 
ety’s advantage to provide young people between the ages of six- 
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teen and twenty-one, and in some cases older, with certain kinds 
of paid work experience or opportunities for further training and 
education. This assumption is based on the country’s past experi¬ 
ence with various youth programs. 

The chief objections to such a program are its expense; the fear 
of Federal interference in education, which constitutionally and 
traditionally has been under state and local control; and the fear 
of political misuse of the funds. 

People who propose such a program believe that its benefits 
would more than pay the costs involved. Among the possible ben¬ 
efits they see the elimination of idleness and lack of opportunity 
to develop talent and the development of necessary work habits, 
familiarity with tools, and discipline demanded by society. They 
predict that such a program would make it possible for talented 
but financially handicapped youth to continue their education to 
the benefit of society. Certainly not the least of the products of 
such a program, its supporters say, would be a decrease in juvenile 
delinquency, which would result in a reduction of the prevalence 
of crime in general. 

The advocates of a youth program believe that, although Fed¬ 
eral assistance would be required to support it, the program 
should be administered by educational authorities in so far as 
possible. 

Health Insurance. For a number of years there has been a grow¬ 
ing interest in the United States in the subject of a public health 
program. Following World War II, the Wagner-Murray-Dingell 
bill was placed before Congress in an effort to extend the social 
security program to include public health. 

The bill aroused controversy. People who opposed it said that it 
provided for socialized medicine. Spokesmen who favored the 
bill, aware of the harmful effects of the socialist label, referred to 
the program as government-subsidized. Both groups were prob¬ 
ably attempting to take advantage of the fact that we have not 
learned to disregard labels and to base our opinions upon the facts 
behind the labels. 

The purpose of the proposed health plan is to provide about 85 
per cent of the population with aid to defray the costs of sickness 
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and other physical disabilities. A general fund would be estab¬ 
lished to which employer and employee would contribute, much 
as they contribute to the old-age pension fund. Persons contribut¬ 
ing to the fund would be entitled to free medical care when 
needed. Doctors would have the choice of participating or not 
participating in the plan. A sick person covered by the plan would 
become the patient of a doctor of his own choice selected from 
the medical men participating in the program. Doctors services, 
hospital services, and at least part of the required medicine would 
be paid for from the general fund. 

The National Health bill of 1946, introduced into Congress by 
Senators Taft, Smith, and Ball, proposed a less comprehensive 
program to improve the national health. This proposed law would 
provide for grants-in-aid to be made by the Federal government 
to states that would establish free medical and dental care and 
other health services for needy people. Financial aid to universi¬ 
ties and other institutions engaged in medical research and the 
establishment of a National Institute of Health are also proposed 
in the bill. 

A study made in 1939 by the American Medical Association 
showed that all families with incomes under $3,000 (about 90 per 
cent of the population) lacked the necessary financial means to 
provide for all their medical needs. Another study made the same 
year revealed that there were in the United States 1 million men¬ 
tally diseased persons and over 7 million suffering from heart dis¬ 
ease, tuberculosis, syphilis, gonorrhea, and other diseases. In ad¬ 
dition, there were over 350,000 crippled children and about 50,000 
children partially or totally blind. These figures do not include the 
millions of Americans who suffer from diabetes, rheumatism, arth¬ 
ritis, and various kinds of occupational diseases. 

The poor health of the nation was further revealed during 
World War II by the fact that about 25 per cent of all the eight- 
een-year-old draftees were rejected by the army as unfit for serv¬ 
ice. Two additional facts should be added. Through temporary 
illness alone over 2 million workers are away from their jobs every 
day. Sicknesses of less than six months’ duration are accountable 
for the loss of about 600 million work days a year. 
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During 1947 the New York Academy of Medicine issued a re¬ 
port entitled Medicine in the Changing Order. The report was the 
result of a 4-year study by a committee of fifty doctors, dentists, 
nurses, and economists. Among its findings and conclusions the 
following are significant: 

1. The United States has made better progress in improving the 
health of its people than any other country. Consequently, it 
should move with caution before adopting any new plan de¬ 
signed to improve its present system. 

2. Although there is a sufficient number of doctors (about one 
for every 850 persons), they are overly concentrated in met¬ 
ropolitan areas. As a result large portions of the population 
in rural districts do not receive the medical care they need. 
Some areas in the United States have only one doctor for 
every 5,000 persons. There are entire counties without den¬ 
tists or approved hospitals. 

3. A large number of people in the United States do not receive 
adequate medical and dental care because they are too poor 
to pay for it. 

The Wagner-Murray-Dingell bill and the National Health bill 
represent two possible programs for dealing with our national 
health problem. They approach the problem from opposite points 
of view. The Wagner-Murray-Dingell bill represents an attempt to 
provide health benefits for the great majority of the population 
under the regulation of the Federal government. The National 
Health bill, on the other hand, provides benefits for the most 
needy only and provides for a program to be administered by 
state governments instead of the Federal government. 

Preventing Ill-health. According to medical science, all illness 
with the probable exception of that caused by old age is theoreti¬ 
cally preventable. Although all diseases are not at present curable 
or altogether avoidable, medical research has made more progress 
than is being utilized by society. The lag that existed before 
World War II was in many ways reduced so far as Army medicine 
was concerned, but it continues to exist in the practice of medi¬ 
cine among civilians. A concrete illustration of this lag is shown 
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by the money spent for the cure and the prevention of sickness. 
In 1942 the cost of curative medical care was approximately $30 
per capita while the amount spent on preventive medical care was 
only $1.35 per capita. When we consider that the loss in produc¬ 
tion due to illness and other types of disability in 1940 was fifty 
times as great as the loss from strikes, we can appreciate how im¬ 
portant the problem is. 

In 1942 there were more than 12,000 counties in the United 
States without full-time local or district health departments. An 
early step in any program aimed at preventing ill-health among 
our people would probably put into effect general health and 
sanitation measures in such areas. Steps would undoubtedly be 
taken, also, to inform the public about the prevention of commu¬ 
nicable diseases and to provide educational programs that would 
promote the physical welfare of mothers and children before and 
after childbirth. 

A second phase of a health service program might deal with the 
problem of nutrition. Although much has been said and written 
about the importance of nutrition, diet, and vitamins, there are 
still millions of people in this country who do not receive proper 
nourishment. Sometimes this has been due to inability to purchase 
the necessary foods; sometimes, to the lack of education on the 
subject. 

The importance of nutrition cannot be overestimated. It not 
only determines the degree of physical development of an indi¬ 
vidual, but has a direct bearing on how well he can develop resist¬ 
ance to certain types of disease, particularly those that are due to 
lack of vitamins. Nutrition also affects our emotional life. In a 
majority of cases personality disturbances that are acquired in 
childhood and that persist in adulthood are traceable to habits of 
eating. 

Opposing Points of View. Opponents of the broad program of 
social security, proposed by the National Resources Planning 
Board and described above, fear that the nation cannot afford it. 
The cost of a program of this kind would nm into billions of dol¬ 
lars, they say. They warn that the resulting debt would endanger 
the financial stability of the country. 


SOCIAL SECURITY 259 



The usual reply to this objection is that the pension and unem¬ 
ployment insurance systems included in the program would be 
self-sustaining, just as private insurance is. The cost to employers, 
it is argued, is probably not as great as the cost of providing direct 
public relief for the unemployed, aged, and sick. 

Supporters of the public works program believe that a properly 
executed program would pay for itself in schools, highways, recre¬ 
ation halls, bridges, dams, and public housing units that would be 
constructed. 

Objectors say that such a complete system of social security 
would discourage self-reliance and foster unemployment by de¬ 
stroying the incentives to industry “by removing the rough but 
salutary influence of discipline/’ Those who favor it seem willing 
to admit that there are “some marginal persons who would de¬ 
liberately choose to avoid work even if guaranteed a minimum 
subsistence/’ They believe, however, that 

. . . these must be balanced against the millions of cases where deep 
anxiety, haunting of fear and want, acute suffering, and distress, blight 
and sear the lives of men and women, and children. . . . Discipline 
that is enforced by deprivation of the elementary necessities of life, 
the discipline of cold, hunger, and illness should not be permitted to 
operate below the level of a minimum standard of security, certainly 
not in a land of plenty where there is enough to go around. . . .- 

In this, as in most controversial issues, there is a considerable 
amount of emotion on both sides. Much is involved in the prob¬ 
lem that concerns the well-being of all of us, and this no doubt 
partly accounts for the emotionalism. As students and as citizens, 
however, we should approach the problem with some degree of 
objectivity so that we can analyze for ourselves the opposing ar¬ 
guments to our own satisfaction. 

QUESTIONS 

1. What is the function of government as stated in the Declaration 
of Independence? 

2 National Resources Planning Board, “After the War—Toward Security,” 
Washington, D. C., September, 1942. 
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2. How would a person believing in collectivism interpret the func¬ 
tion of government? How would a person believing in individ¬ 
ualism interpret it? 

3. Define laissez faire. What was the mercantile theory? 

4. Why do people feel less secure about earning a living today 
than they did a hundred years ago? 

5. Define social security. 

6. How did society take care of its poor before the industrial 
revolution? 

7. When was the first Federal social security law adopted in our 
country? 

8. Describe briefly the provisions for old-age insurance contained 
in the Social Security Act. Who pays for the old-age pensions 
received by persons covered under the act? Who is not covered 
by the act? 

9. Is everyone who is unemployed eligible for unemployment 
insurance? Explain. 

10. What groups of needy are covered by the public assistance 
program of the Social Security Act? Who benefits from the 
health and welfare services of the act? 

11. What Federal body supervises the administration of the Social 
Security Act? 

12. Give arguments for and against government planning. 

13. What are public works? 

14. Mention the arguments for and against the use of public works 
as a relief measure during depressions. 

15. Make a list of arguments for and against a system of unemploy¬ 
ment insurance operated by the Federal government instead of 
by the states. 

16. Describe the important features of the health insurance pro¬ 
grams discussed in this chapter. 

17. What percentage of the population lacks financial means for 
proper medical care according to the American Medical Asso¬ 
ciation? 
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18. What are the arguments for and against a Federally subsidized 
health program? 

FOR FURTHER STUDY 

A. Suggested topics for reports: 

1. The Bureau of Vocational Rehabilitation 

2. The Community Chest 

3. Private Social Welfare Agencies 

4. Provisions for Public Assistance in Your Own Community 

5. The United States Public Health Service 

6. The Work ol the Children’s Bureau of the Department of Labor 

7. The Work of the Civilian Conservation Corps 

8. Youth Clubs and Their Contributions to Society 

9. Socialized Medicine in European Countries 

10. Extent of Sickness in the United States 

B. Other activities: 

1. Survey sections of your community and make an impersonal re¬ 
port of the extent of poverty or sickness. 

2. Make a list of the different social agencies operating in your com¬ 
munity. Describe the work of one in some detail. 
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Chapter 11: SLUM CLEARANCE 
AND CRIME PREVENTION 


The true measure of human progress is not only the extent to 
which man has learned to control nature but also the extent to 
which he is able to use this control for his own welfare. No civil¬ 
ization can be considered superior to another unless, along with 
its accomplishments in the arts and sciences, it makes continuous 
provision for the conservation of human life and the promotion of 
happiness. This means that the destroyers of human happiness 
and the causes of human misery and suffering must be constantly 
watched for and combated. 

We have already made great strides with the conquest of cer¬ 
tain diseases and the adoption of a social security program. There 
are still certain aspects of social life, however, that demand the 
attention of society if greater human happiness is to be achieved. 
We shall deal here with two of the most pressing of these, the 
elimination of slums and the prevention of crime. 

HOUSING AND SLUM CLEARANCE 

The Problem. Children need proper housing and plenty of sun¬ 
shine if they are to have the right start in life. But to provide good 
housing for all children is a difficult task. 

Every year the United States Department of Agriculture sends 
out millions of pieces of literature to farmers cautioning them on 
the importance of constructing houses for their live stock—houses 
that make provision for proper temperature, humidity, sunshine, 
and ventilation. Every year our farmers spend millions of dollars 
carrying out these precautions. We are finally beginning to real¬ 
ize that human beings deserve no less. It is hoped that we will 
never have to reach the point, described in Mary E. Wilkins Free¬ 
man’s story, The Revolt of Mother , where the farmer’s wife de- 
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Human progress is measured in part by the extent to which man has 
learned to control nature. 

cicles, in her husband’s absence, to move her family into the newly 
constructed barn and transfer the cows into the old house. No one 
begrudges the pigs, cows, and chickens their fine quarters, but 
more consideration will have to be given to the living quarters of 
more of our people 

Few of us will fail to appreciate the ill effects of poor housing 
conditions upon the development of the individual. Once we be¬ 
gin to think about them, we cannot fail to realize their ultimate 
harmful effect upon society. We are all aware, for example, of the 
effect that a bright sunny day has upon us when we first waken in 
the morning. Our spirits are high and we are glad to be alive. Con¬ 
trast with that the effect of a dav of cloudiness and dampness. We 
feel low in spirits and life seems to have lost its glow. 

For some of us this contrast and its influence upon our develop¬ 
ment is only a result of the weather. But for millions of others, 
whether the sun shines or not, there is continual cloudiness and 
dampness inside for the rays of the sun never reach the windows 
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The manufacture of penicillin. The continuing attempt to control or 
wipe out disease is hut one of the many struggles that man carries 
on in his attempt to achieve greater happiness. This chapier discusses 
ways of combating two other causes of human misery. 

of their bedrooms. Such conditions of living may have psycholog¬ 
ical and physical effects upon the growing child that are of seri¬ 
ous consequence to both the individual and society. 

Slums have been described as areas devoted mainly to dwell¬ 
ings that arc detrimental to the safety, health, or morals of their 
inhabitants. According to the United States Housing Act of 1937, 
any combination of a number of conditions characterize the living 
quarters that make up slum areas. The houses may be poorly de¬ 
signed, dilapidated, and overcrowded. They may lack ventilation, 
light, proper heat, or sanitary facilities. 

In their total effect slums are like a disease that undermines the 
health of a community. In slum areas, as contrasted with nonslum 
areas, the death rate is higher, sickness and disease are more 
widespread, delinquency and crime are more prevalent, and po¬ 
lice and fire protection and other public services cost more. 
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* Absence of play facilities, unsatisfactory home conditions, lack 
of privacy, and other low-morale-producing factors of slum dwell¬ 
ings create dissatisfactions that end in antisocial acts. Special 
studies have disclosed these specific facts: 1 

1. In .Hartford, Connecticut, slum areas that covered only one- 
tenth of the city’s area contained one-fourth of the city’s 
population. From this area came well over half of all tuber¬ 
culosis cases and cases of juvenile delinquency and adult 
crime. 

2. In Cleveland, Ohio, the per capita costs for fire and police 
protection and public health work in one large slum district 
as compared with the costs of these services for the rest of 
the city were as follows: 


Areas 

Fire 

Police 

Public health 

protection 

protection 

work 

Slum area. 

$18.27 

$11.50 

$2.02 

Other areas 

3.12 

4.20 

0.64 


Numerous other studies conducted from time to time have re¬ 
vealed similar findings. 

The need for a permanent policy for securing improved housing 
and eliminating slum conditions is accepted bv most civic-minded 
people. 

How Extensive Is the Slum Problem? The extent of poor hous¬ 
ing or slum conditions in this country was first revealed by a gov¬ 
ernment survey of housing during 1934-1937. Over two hundred 
communities with more than 8 million households were studied. 
Here are some of the facts disclosed by the survey:' 

1. About 1,100,000 houses were either unsafe or unfit for peo¬ 
ple to occupy. 

2. About 1,600,000 dwellings lacked private bathing facilities. 

3. About 1,220,000 dwellings had no private indoor toilets. 

4. About 1,350,000 dwellings were crowded to the extent of 
providing less than one room per person. 

1 - Housing and Your Community. United States Housing Authority, 
Washington, D.C. 
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In 1940 about a quarter of all American dwellings were substandard. 

Subsequent studies and the census of 1940 revealed that for the 
entire country these conditions existed: 1 

1. About a quarter of the dwellings were substandard, having 
no proper toilet and water facilities. 

2. Nearly half had no private bath. 

3. One out of five needed major repairs. 

4. One out of five had no gas or electricity. 

5. Twelve per cent had no central heating or stoves. 

Slums are found not only in large cities but in mining towns and 
rural areas as well. In fact, examples of the worst slum conditions 
exist in some farm districts. 

Slums both accompany poverty and result from it. They are 
both cause and effect of an unfortunate condition. 

’From Houses for Tomorrow, T. R. Carskadon, published by the Public 
Affairs Committee, Inc., New York. 
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Comfortable housing makes an important contribution to human 
happiness. 

Why Slums Exist. From this description we can glean some of 
the causes of slum conditions. The principal cause is an economic 
one. No self-respecting person wants to live in a damp, poorly 
ventilated, sunless house, tenement, or shack. If he does live in 
such a place, in most cases it is because he cannot afford anything 
better. Who has not at one time in his life dreamed of a little cot¬ 
tage on a hill? What youth, no matter how poor, has not had his 
“dream house”? The struggle for existence has shattered many a 
dream. But life must go on, and it does go on whether in a dream 
house, in a little cottage on a hill, or in a back-alley shack. And so 
slums, even though we dislike them, continue to exist in many of 
our communities where they present constant problems. 

Not all slums started as such. If you travel about in any large 
city, you will observe dilapidated houses in neighborhoods that at 
one time may have been the choice spots of the city. You may find 
houses with ample back yards and with plenty of living space 
even for large families. Originally they were used by comfortably 
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situated people. But in time a series of events changed the neigh¬ 
borhood into a “blighted” area. The process usually follows a pat¬ 
tern such as this: 

A factory or mill may move into the neighborhood. The neigh¬ 
borhood immediately becomes less desirable as a residential dis¬ 
trict. A few families, because of this fact or for other reasons, sell 
their homes and move away. Since the property is now less desir¬ 
able, people of smaller income move into the area. 

The new residents may rent their homes instead of buying them. 
Since the property has less value now, owners and tenants may 
not be as painstaking in the care of the houses as the former in¬ 
habitants. After a time some of the houses become shabby and 
badly in need of repairs or coats of paint. To increase their in¬ 
comes some families decide to rent out a few rooms. The sanitary 
facilities that were meant to serve one family now serve three, 
four, or more families. In one section of the area, a fire breaks out 
and destroys a home or two. Repairs may not be made imme¬ 
diately. 

More people with low incomes move into the neighborhood. 
More single-family houses are made to serve several families. 
Over a period of time the process continues and living conditions 
become less and less satisfactory. Thus a slum area is bom. 

Not all slums, however, come into being in this way. Some 
neighborhoods are destined to be slums from the very beginning. 
The cheaply constructed homes frequently seen along railroad 
tracks and the shacks built around some factories and in some 
rural districts and mining towns are examples. The origin of such 
slum areas represents in part the history and growth of some of 
our cities and towns. 

Much of our substandard housing results from the fact that 
real estate values, building and upkeep costs, and profits have 
been out of line with what a large part of the population has been 
able to afford to pay for rent. Frequently the tendency has been 
to build as many housing units as possible on a given amount of 
land. Only the bare necessities have been provided. Unnecessary 
rooms nominally allowed for privacy and recreation have not been 
included in many housing units. The cheapest building materials 
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have been employed. Rents have been as high as the “traffic” 
would bear. 

Today we are more concerned than formerly with the impor¬ 
tance of clean, healthy, happy homes. We are confronted through¬ 
out the nation with housing that does not contribute to such 
homes. We face the problem of providing houses that can be built 
and rented or sold for prices that will return a fair profit to the in¬ 
vestor who makes the housing available, that people of limited in¬ 
comes can afford to occupy, and that will at the same time provide, 
physically and socially, healthy living quarters. 

Meeting the Problem. It is generally agreed that the clearance 
of slums and the provision of better housing facilities for a large 
portion of our population are no longer the concern only of the in¬ 
dividuals involved; they are also the concern of society as a whole. 
There are disagreements, however, as to how to deal with the 
housing problem. Several programs, each with its advantages and 
disadvantages, have been suggested. They include: 

1. Public condemnation of slum areas and individual dwellings 
that are unfit and unsafe for occupancy. 

2. Increase of income levels to the point that will enable people 
to occupy decent houses. 

3. Stimulation of private housing and subsidization of public 
housing programs by the government. 

Slum Clearance by Public Action. Although public condemna¬ 
tion (condemnation of property by court action) is a necessary 
step in any well-planned slum clearance and housing program, 
alone it meets only part of the problem. It only gets rid of the 
slums. It leaves unsolved the more pressing phase of the problem, 
that of finding suitable houses at rentals low enough for those 
tenants forced to vacate the condemned dwellings. Society must 
decide whether such people shall be left to shift for themselves 
or whether they should be aided in some manner to obtain better 
homes. Until provision is made for a dweller in a slum to move 
into a better house, slum-razing by itself will only create vexing 
problems. The policy laid down bv the United States Housing 
Act of 1937 showed one approach to the problem. That policy was 
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METROPOLITAN LIFE INSURANCE CO. 


A housing project constructed and operated htj a private business 
organization. This project accommodates 35,000 persons. 

to destroy slum areas only when new housing could be provided 
for the residents. 

Still another problem that must be met is that of compensating 
the owners of condemned slum houses. Some fair method of eval¬ 
uation should be made and the owners duly compensated. 

Income and Good Housing. Raising the income level of slum 
dwellers and potential slum dwellers so that they can afford better 
homes is a part of the general problem of providing all our people 
with incomes adequate to maintain a decent standard of living. 
The solution of this problem involves such questions as collective 
bargaining agreements, production costs, regulation of wages, and 
changes in the value of the dollar caused by inflation or deflation 
factors. 

We shall eventually have to decide whether wage rates concern 
the employee and his employer, his union and his employer, or 
whether it is also the concern of the public, acting through the 
government. The Wage-Hour Act of 1938 and the Little Steel 
Formula set up by the War Labor Board in 1941 were indications 
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of more public interest in wages. Unless we are to reach the point, 
however, where each individual family commands an income 
large enough to maintain a decent home for itself, other methods 
will have to be employed if we are to get rid of all the slums and 
provide better housing for the people who live in them. 

Government and Housing. One experiment in providing better 
low-rental homes for the lower income groups has been through 
private housing programs stimulated by the government. This 
refers to the granting of public financial aid to private business to 
help build low-cost homes. 

Congress recognized the need for government aid for slum¬ 
clearing and housing projects during the 1930’s. From time to 
time agencies were created to deal with specific phases of the 
housing problem. Eventually, there were so many Federal housing 
organizations with overlapping duties that it was necessary to 
consolidate them under one administration—the Housing and 
Home Finance Agency. It consists of four principal divisions: 

The Home Loan Bank Board 

The Federal Housing Administration 

The Public Housing Administration 

The National Housing Council 

Like the Federal Reserve Board, the Home Loan Bank Board 
operates through twelve regional banks. These Home Loan banks 
deal with state and national banks and building and loan associa¬ 
tions. Through them money is made available by the Home Loan 
Bank to be loaned to purchasers of homes. 

The Federal Housing Administration is the most familiar of the 
public housing agencies. It ensures the repayment of money bor¬ 
rowed by home owners from approved lending institutions. These 
loans are used for repairing, renovating, or otherwise improving 
homes. The Federal Housing Administration will also guarantee 
the repayment of money borrowed for the private construction of 
housing projects. 

The two organizations just discussed attempt to improve hous¬ 
ing by making or ensuring loans to house purchasers or owners. 
They are not intended to assist with the housing of low-income 
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families that do not own houses or are unable to buy them. It is 
the function of the Public Housing Administration to help such 
people. It does so by giving financial aid to local governments that 
undertake low-cost building projects. 

A local community interested in slum clearance and low-cost 
housing for which Federal help is needed creates a local housing 
authority. If the local program meets the approval of the Public 
Housing Administration, the latter will grant a long-term loan 
covering 90 per cent of the total cost of the project. The remain¬ 
ing 10 per cent of the cost is raised by the local authority. If neces¬ 
sary, the Public Housing Administration will make an outright 
grant for such a project in order to provide low rentals for low- 
income tenants. 

The National Housing Council consists of representatives of the 
three divisions of the Housing and Home Finance Agency dis¬ 
cussed above as well as representatives of the Veterans Adminis¬ 
tration, the Reconstruction Finance Corporation, and the Depart¬ 
ment of Agriculture. It coordinates the housing activities of all of 
these organizations. 

It is contended that public housing can serve as a slum eradica- 
tor and can also be used in times of business recession as a major 
kind of public works to help relieve unemployment when it is 
greatest. 

Obstacles to Low-cost Housing. Several related obstacles are in¬ 
volved in any low-cost housing program. They can probably be 
overcome only through cooperation by the local, state, and na¬ 
tional governments, the building industry, and the building-trades 
unions. Among the obstacles to be overcome are high construction 
costs and other restrictive building practices, inflated values of 
land, burdensome real estate taxes, high interest and amortization 
costs. 

These are not simple obstacles to overcome. Only through the 
united efforts of everyone concerned can they be successfully 
eliminated. All of them have to do with the cost of a house. Some 
steps toward removing them have already been made, but more 
needs to be done. Let us consider briefly each of the obstacles 
listed above. 
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HOUSING AUTHORITY, CITY OF LOS ANGELES 

A housing project constructed by a local housing authority. How are 
such projects financed? 

High Costs and Restrictive Practices. The following specific 
illustrations suggest practices that interfere with low-cost housing 
projects in some of our large cities: 4 

In many parts of the country, materials dealers have organized local 
associations to keep prices up. Union glaziers frequently refuse to in¬ 
stall windows fully fabricated at the mills. Electricians and plumbers 
boycott pre-assembled equipment or even the use of brushes exceeding 
a certain width. 

In one case, described by an official of the antitrust division of 
the government, a group of plumbers upon receiving prefabri¬ 
cated pipe of fitted lengths demanded the right to cut off the 
thread and rethread the pipe. 

Collaboration between manufacturers and unions has been most strik¬ 
ingly illustrated in plumbing. The Department of Justice contends that 

4 Adapted from “Breaking the Building Blockade” by Robert Lasch, 
February, 1945. The Atlantic Monthly, Boston. By permission of author 
and publisher. 
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manufacturers representing 80 per cent of the business sell products 
only to approved jobbers, who distribute them only through approved 
master plumbers, all at fixed prices. When a price cutter enters the 
field, he finds it difficult and often impossible to get his fixtures in¬ 
stalled. 

In one large city the 

. . . hod carriers union has long ago banned the use of ready-made con¬ 
crete. . . . Mixing it in small batches on each job raises the cost from 
$6.50 to $8.50 a yard which amounts to around one hundred dollars 
on a five-room house. 

These practices by the building-trade unions grew in part out 
of the fact that in the past the building industry has provided 
largely seasonal work. It has been claimed that the spreading of 
work, creating work, and keeping wages high would protect the 
worker. Although a union’s greatest interest is to protect jobs and 
wages, such practices would seem to discredit the unions and at 
the same time hinder progress. Here again we see the problem of 
wages and a worker’s yearly income as an important factor. The 
proposal of a guaranteed annual wage may make the unions will¬ 
ing to cease these practices. 

Trade restraints on the part of the building industry and manu¬ 
facturers of building materials can be combated by stricter appli¬ 
cation of the antitrust laws. Perhaps the building industry should 
adopt mass production techniques by further exploring the use of 
prefabricated building materials and by developing standardized 
parts and pre-assembly equipment. 

We have not mentioned the restrictive building codes that 
hinder the development of low-cost housing. Building codes are 
essential. Their purpose should be the promotion of safe, sanitary, 
and attractive housing. They should be strictly enforced in order 
to prevent the building of houses that would ultimately lead to 
slum conditions. They should emphasize material strength, safety, 
and sanitation, but not the kinds of materials and methods of con¬ 
struction. At present the codes of many localities permit the use 
of certain specified materials only. This prevents the introduction 
of newer and cheaper materials of equal or greater strength. 
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Some codes are designed to protect certain manufacturers; sometimes 
they even specify their products by name. Other codes require build¬ 
ers to use more material than they need, or forbid the use of labor- 
saving machinery or the hiring of fewer skilled workmen. . . . 5 

Inflated Speculative Land Values. Speculative land values fre¬ 
quently stand in the way of low-cost housing. To combat them it 
has been frequently proposed that price ceilings be established 
for property that is to be required for home-building projects. 
Under such a plan the government would be required to protect 
the owner of the land by subsidy. Both suggestions have merit. 

Speculation in land is an old practice. Under ordinary circum¬ 
stances it has been accepted as legitimate business activity. It is 
a questionable practice, however, for a land owner to purposely 
boost the price of his land because he knows that it is to be pirn- 
chased for use in a large-scale housing program. Yet, this has been 
done in many instances. It is in such cases that a price ceiling may 
be advisable. 

If the price asked by the owner is legitimate and in accordance 
with similar market values but is still prohibitive for low-cost 
housing, then subsidization by the government may be worth pub¬ 
lic consideration. 

Burdensome Real Estate Taxes. High real estate taxes stand in 
the way of low-cost housing. They can be eliminated only if we 
can find suitable tax substitutes. In the case of public housing 
projects, local communities have frequently exempted housing 
projects from all or part of the taxes they would normally have to 
pay. In most cases where this has been done the community has 
benefited by savings in the form of reduced costs of police and fire 
protection. 

High Interest and Amortization Costs. A person who is buying 
a home ordinarily can afford to make only a relatively small down 
payment. It is necessary for him to borrow the remainder of the 
required money. He repays the borrowed money with interest in 
monthly installments over a period of years—a process known as 

5 Quoted from Houses fo* Tomorrow. T. R. Carskadon, published by the 
Public Affairs Committee, Inc., New York. 
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amortization . The interest costs together with fees usually re¬ 
quired in connection with the purchase of property on an install¬ 
ment plan sometimes run as high as 15 per cent of the borrowed 
money. 

In 1933 when the Home Owners Loan Corporation, a govern¬ 
ment agency created during the depression, began refinancing 
mortgages at 5 per cent interest it removed some of the financial 
burden of home buyers. Another step toward the reduction of 
amortization costs was the creation of the Federal Housing Au¬ 
thority in 1934, which offered mortgages at 5 per cent interest plus 
1 per cent for insurance and service charges. In 1939 the total 
FHA cost was reduced to 5 per cent. 

Low interest rates, together with the reduction of the required 
initial down payment, would provide a great incentive toward 
home buying among the lower income groups and would serve as 
a continuous boost to low-cost building programs. 

The Future of Housing. Henry J. Kaiser, the famous shipbuilder 
of World War II, wrote the following in Survey Graphic , April, 
1944: 

We have entered the century of social consciousness when the rights 
of all are recognized—a fact for which we may well give thanks. The 
progressive spirit of America understands that everyone who is 
willing to work and save has the right to be decently and comfortably 
housed. In light of this truth, it is time to face frankly the fact that a 
very large number of residential districts are altogether unworthy of 
the American standards of living. . . . 

It is not enough to say that this situation is solely the concern of the 
government. No matter where the responsibility lies, housing must be 
provided. It must be carefully planned and properly financed. It can 
be done. The task will be accomplished in some part by individual 
initiative. But the undertaking is so vast that there must be joint 
effort in which the Federal government, states, municipalities, banks, 
labor unions, insurance companies, and industry can take an active 
part. 

Working thus together, America can achieve what Henry Kaiser 
calls a “dream city.” He wrote: 
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A planned community in which there is “room for light and air . . . 
broad streets . . . parks and playgrounds. . . 

In it there will be room for light and air . . . broad streets . . . 
parks and playgrounds. . . . On athletic fields men and women who 
have worked all day, on what are often monotonous routines of tech¬ 
nological production, will find recreation in games all Americans love 
to play. . . . Every home will stand on a plot large enough to en¬ 
courage gardens. 

Within the framework of thoughtful planning, there will be room 
for individual tastes and choices as to construction, form, line, and 
color. In the winding boulevards, the circles, and the plazas, there will 
be that artistry that makes for beauty, and consequently for well¬ 
being. And best of all, this is a realizable ideal. I expect to live to see 
it, and many others, completed. 

PREVENTING JUVENILE DELINQUENCY AND CRIME 

The study of crime and its causes is primarily a study of human 
behavior in relation to social institutions. Psychologists and soci¬ 
ologists have found that all human behavior is the result of the 
interaction of various forces of the environment upon the individ¬ 
ual. These forces are numerous and complex. They include the 
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U.S. DEPT. OF AGRICULTURE 

The forces that influence our behavior are numerous. Among the 
most important of them is the training wc receive in school. 

education and training of the individual, which he receives not 
only in school but also at home, in the church, and on the street. 
They include the economic, educational, and social level of his 
family. They embody the emotional stresses of the time during 
which the individual lives, whether the time is “normal” or 
whether he lives through wars and depressions. Nor is that all. In 
addition to these external forces of the environment, there is the 
factor of the individual himself—what he is as a result of his 
heredity. 

Heredity and Delinquency. In the past it was common for peo¬ 
ple to refer to certain individuals as “born criminals.” That notion 
is no longer scientifically acceptable. No person is a born criminal. 
Delinquent and criminal behavior is relative. It is based on what 
society considers lawful and ethical conduct at any given time. 
Thus, during the period of prohibition, it was criminal for a per¬ 
son to sell liquor. Today the sale of liquor is legal in most parts of 
the nation. During Colonial days and for many years afterward, 
to engage in recreation on Sunday, as we might do today, was un¬ 
lawful. 
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It is true that some people are born with weaker minds than 
others and with less will power to resist temptation. They are 
more easily influenced by others and frequently are guided more 
by their emotions and feelings than by their reason. The inability 
to distinguish between accepted standards of right and wrong is 
usually a reason for criminal behavior. Fear of punishment is 
often the only preventive for crime, but it is frequently a weak 
one when pitted against strong emotional desires. 

Studies of persons committed to institutions for criminal or de¬ 
linquent behavior show that from 5 to 50 per cent of all cases are 
traceable to mental deficiency. The important fact is this: the 
feebleminded may engage in crime not because he has criminal 
tendencies, but because he is more easily put on the road to crime 
by an unfavorable environment. 

Environment and Crime. The causes of crime that come from 
environment are primarily economic and social in nature. Poverty, 
broken homes, and slum conditions that often pave the way for 
degenerate habits, such as alcoholism, are the greatest contribu¬ 
tory factors to careers of crime. In large cities, particularly, the 
existence of riches and poverty side bv side serves as a temptation 
for criminal behavior to the mentally weak as well as to the pro¬ 
fessional criminal. Political corruption, defects in law enforcement, 
and the sensational publicity given to crime by our press, radio, 
and moving pictures also have a share in making criminals. 

Every individual is both a potential criminal and a potential 
law-abiding citizen. Lack of normal mentality may make it more 
difficult for him to resist temptation to commit criminal acts, but 
it is probably environment that determines which he actually be¬ 
comes. In most cases a child will grow into a decent, respectable 
adult if his parents are upright citizens; if his home is clean, com¬ 
fortable, and conducive to good health and good habits; and if he 
lives in a decent, respectable neighborhood. His chances for doing 
so will be even greater if his father is able to make the necessary 
provisions for education, medical care, and recreation. 

On the other hand a child may be bom into a home that is 
broken by divorce or by desertion. There may never be sufficient 
money to provide for the necessary food, clothing, health, recrea- 
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tion, and other comforts of life. The physical and social character 
of the neighborhood in which he lives may be that of a slum. One 
or both of his parents may be addicted to alcohol. His playmates 
and companions may come from similar families and surround¬ 
ings. Under such conditions the chances that the child may turn 
out to be a respectable citizen are reduced. The task of the school, 
chinch, and other social agencies becomes much more difficult in 
dealing with him. It is under such unfortunate circumstances that 
weakness of will power, feeblemindedness, ill-treatment by par¬ 
ents, and the influence of environment generally lead to conduct 
that is antisocial or criminal. 

Dealing with Criminals. Every civilization, no matter how prim¬ 
itive, sets up certain rules and customs which each individual 
must follow if he is to have good standing in his social group. 
In earlier civilizations tribal traditions and religion were the 
sources of these rules and customs. Their purpose was to preserve 
and advance the tribe. Any act that was contrary to accepted cus¬ 
tom was forbidden, or taboo, and was punishable by banishment 
or death. Where the action of one person was injurious to another, 
there was often no punishment applied by the group as a whole. 
Instead the victim or his relatives were allowed to take vengeance 
upon the culprit. This philosophy of “an eye for an eye and a tooth 
for a tooth” still exists among primitive peoples, as well as in back¬ 
ward communities of civilized countries where it results in family 
feuds. 

Today antisocial behavior may be divided into two types—im¬ 
moral behavior and illegal behavior. Immoral behavior includes 
conduct that, according to accepted moral standards, is harmful 
to the individual or to society or to both but that may or may not 
be punishable by law. Illegal behavior includes certain specified 
kinds of conduct that society considers to be harmful to itself and 
for which definite punishments are prescribed. Murder, robbery, 
assault, blackmail, smuggling, prostitution, graft, treason, and the 
breaking of contracts are examples of illegal conduct. 

Sometimes the distinction between an act that is immoral but 
legal and one that is illegal is a very fine one. Telling a lie that may 
lead to ones advantage is immoral conduct that may or may not 
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be punished by law, but telling a lie by forging a check is a crim¬ 
inal act. Getting a free ride on a public trolley car is not regarded 
by some as immoral or illegal. Is it less so than stealing a nickel 
from a woman’s purse? Frequently certain actions become unlaw¬ 
ful irrespective of their moral nature and the wishes of the major¬ 
ity of people. Sometimes laws become outmoded but continue to 
exist because of the organized efforts of minority groups. In the 
long run, however, the approval of public opinion is necessary if 
a law is to be enforced. 

If a person is to be permitted to go about his daily duties with¬ 
out interference from the law, he must at least live up to the letter, 
if not the spirit, of the law. A person who fails to carry out the 
provisions of any law or who behaves in a way that is contrary to 
the law is subject to punishment. The nature of the punishment 
depends on the nature of the crime. There have been great 
changes during the last two centuries in the punishment of law¬ 
breakers. 

The earlier philosophies regarding the treatment of offenders 
were influenced by two very natural human traits. One trait was the 
desire for revenge, “to get even”; the other was the desire to pun¬ 
ish criminals in order to deter people from committing crimes. But 
the use of extreme punishment to prevent people from going 
astray did not work well. Crime did not decrease appreciably. As 
a result of humanitarian advances, together with an increase in 
the understanding of the nature of man and social institutions, it 
slowly began to dawn upon people that the existing methods of 
dealing with offenders were not in the best interests either of the 
individual or of society. It was recognized that revenge in itself 
serves no useful social purpose but tends instead to lead to further 
criminal actions, as in family feuds. It was recognized that mere 
punishment or the threat of punishment alone does not prevent 
crime. It was also recognized—and this is the basis of modem 
criminology—that society would benefit more if steps were taken 
to eliminate the causes of crime. People came to realize that in cer¬ 
tain cases corrective measures could change an offender into a 
useful citizen. 

Two hundred years ago, a person who stole a loaf of bread may 
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In this modern penitentiary prisoners are taught trades so that they 
may take their places as useful law-abiding citizens when they leave 
prison. 

have been put in prison for 5 years, as happened in Victor Hugo’s 
novel Les Miserables. The punishment for a similar offense today, 
however, is infinitely lighter. In certain instances there may be 
no punishment at all. A modem judge would probably look care¬ 
fully into the reasons for the theft of a loaf of bread. If the reasons 
were the same as in Les Miserables, hunger and the need for food 
for a sick child, the judge would in all likelihood see to it that the 
family concerned was temporarily provided for by some welfare 
agency until the father obtained a job. 

Although two centuries ago in England there were over 200 
offenses that were punishable by death, today only murder and 
treason are considered to be crimes deserving capital punishment. 
Even in these extreme cases, special consideration is given to mi¬ 
nors and persons that have been proved to be feebleminded or in¬ 
sane. In other words, the emphasis in recent years has been upon 
the reform of criminals and the prevention of crime rather than 
upon punishment. 
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Modern Court Procedure and Penology. To assist in the pro¬ 
gram of reforming criminals and preventing crime many of the 
courts of our large cities have staffs which include social workers, 
psychologists, and psychiatrists. When a person is convicted of 
crime, these men and women trained in the understanding of hu¬ 
man conduct study his entire personality, and his hereditary and 
environmental background. Except where an habitual criminal is 
concerned, their findings frequently help to determine whether 
the offender is to be paroled (excused from serving a prison sen¬ 
tence and placed on probation), whether he is to be placed in an 
institution for the feebleminded or the insane, or whether some 
other suitable, reformatory punishment should be provided. 

Many cities have set up special juvenile courts for offenders 
who are under eighteen years of age. These courts also employ 
social workers, psychologists, and probation officers. The task of 
such courts is to prevent further delinquency and to reform the 
young people brought before them. The minor’s history is studied 
carefully by the judge. The court procedure consists of a friendly 
conference of the judge, the child, the social worker, and the fam¬ 
ily, rather than a regular trial. If the situation warrants, the young 
offender may be sent home but told to report periodically to the 
court for consultations and checkups on his conduct. In some 
cases, where the home environment is itself a cause of delin¬ 
quency, the youth may be placed in a foster home. The judge’s 
work frequently is to try to interest the youth in a constructive 
activity, such as a job or some hobby. 

Some cities have special courts for women offenders and for 
antisocial behavior that involves family relations. The courts that 
deal with problems within homes are known as domestic relations 
courts. In them also the emphasis is upon “straightening things 
out,” helping to prevent broken homes, desertion, divorce, and 
nonsupport. 

The treatment of convicted persons in prisons has also under¬ 
gone considerable change. In addition to providing suitable pun¬ 
ishment for criminal conduct by confinement and segregation 
from society, increasing attention is paid to reform and to making 
the prisoner less of a burden upon society. Under this corrective 
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A scene in a domestic relations court in which the judge, a woman, 
attempts to help a husband and wife overcome difficulties that would 
otherwise lead to divorce. 

program prisoners are provided with useful and productive work. 
They learn to make various articles that are used by the state. 
They may manufacture furniture, automobile tags, and so on. 
Many prisons also provide recreation periods during which pris¬ 
oners may engage in athletics, read in the prison library, or listen 
to music. 

The Value of Modern Crime Prevention Techniques. Few peo¬ 
ple question the desirability of reforming criminals and prevent¬ 
ing crime. Yet, recently, there has been concern for some of the 
techniques in crime treatment. Governmental authorities are 
often accused of coddling offenders and thereby actually promot¬ 
ing crime. Individuals have been frequently pardoned or paroled 
only later to commit the same crime or more serious ones. The crit¬ 
icism in such cases undoubtedly is justifiable, but it does not seem 
to warrant abandoning the entire program of modern criminology 
and penology. 

What is needed probably is greater care and caution in the 
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handling of cases for parole or pardon. The public must demand 
better trained people on the staffs of our prisons and courts. The 
public must also see to it that justice is not flouted and that police 
forces are made up of upright and honest men and women. It 
must see to it that law administration officers and criminal racket¬ 
eers do not work hand in hand, as they occasionally do in some of 
our cities. It must make certain the establishment of courts of jus¬ 
tice interested in wiping out crime effectively. Let the courts use 
reform methods where advisable, or punishment where necessary, 
but let their decisions be speedy and certain. 

To achieve such results, it may be necessary to revise many of 
our laws regarding court procedure. Criminals frequently escape 
punishment by employing clever lawyers who are skilled in taking 
advantage of legal technicalities and loopholes. Often the judges, 
who must abide by the law, are helpless in their desire to carry 
out justice in the face of such sharp legal practice. Crime, as 
pointed out previously, is relative. A person who swindles an¬ 
other person or the public and escapes punishment through legal 
technicalities is no less a criminal than a person who robs a bank. 
Revising some of our laws and simplifying legal procedure may be 
as helpful in reducing crime as some of the other efforts already 
described. 

QUESTIONS 

1. What is a slum? 

2. List some of the important facts revealed by the census of 1940 
and other studies regarding slum conditions in this country. 

3. Name some social disadvantages of slum conditions. 

How do inadequate wages contribute toward slum conditions? 

5. List the suggested methods for eliminating slums. 

6. Mention some of the obstacles to low-cost housing. 

7. What is meant by public housing? 

8. Should the Federal government continue the program of public 
housing that it started in 1934? Give reasons for your answer. 

9. Define: crime, juvenile delinquency, heredity, environment. 
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10. Is there such a thing as a ‘‘born criminal”? Discuss. 

11. In what ways may heredity be a cause for delinquent or crimi¬ 
nal behavior? 

12. Define feeblemindedness. 

13. List some environmental or social causes of crime. 

14. Are movies and radio programs that deal with crime stories 
helpful or harmful to crime prevention? Discuss. 

15. In what ways may conditions in the home lead to a child’s be¬ 
coming a criminal? In what ways may they help a child to 
become a useful, upright citizen? 

16. Explain the expression “an eye for an eye and a tooth for a 
tooth.” Why is this philosophy not useful today? 

17. Distinguish between immoral and illegal actions. Give examples 
of each. 

18. Show that it is possible to obey the “letter of the law” while 
violating its spirit. 

19. Define: penology, criminology, court of domestic relations, ju¬ 
venile court, social case work, capital punishment. 

FOR FURTHER STUDY 

A. Suggested topics for reports : 

1. The Work of the United States Housing Authority 

2. Slum Conditions in Rural Areas of the United States 

3. Better Housing through Better Building Codes 

4. The Relation of Slums to Crime and Juvenile Delinquency 

5. Prefabricated Homes 

6. City Planning 

7. Divorce and Broken Homes as Factors in Juvenile Delinquency 

8. Crime and Delinquency during World War II 

9. Poverty as a Cause of Delinquency and Crime 

10. Arguments for and against Capital Punishment 

11. Recent Trends in Penology and Criminology 

12. The Press, Radio, or the Movies as Factors in Juvenile Delin¬ 
quency 

13. Crime and Its Treatment in Eighteenth-century England 

14. Science Fights Crime 
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B. Other activities: 

1. Visit one of the following and write a brief summary of your 
visit: 

a. A public housing project in your community 

b. A local courthouse while in session 

c. A county or state prison 

2. Prepare a map of your community showing the relationship 
between poor housing and disease and crime rates. 
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Chapter 12: INTERNATIONAL 
RELATIONS AND WORLD PEACE 


War represents the complete breakdown of friendly relations 
among nations. It has been a part of our life for so long that some 
people have accepted it as unavoidable. Now and then peace- 
loving individuals and nations have attempted to arouse the world 
to the horrors of war in the hope that something would be done 
to put an end to conflict. In 1917 the United States went so far 
as to enter a war to end all wars. Yet, in 1941 it faced and was 
forced to engage in an international struggle that dwarfed those 
that had preceded it. 

People no longer need to be awakened to the cruelties and hor¬ 
rors of war. We are well aware of the great costs of preparing for 
war and waging it. The personal suffering, the homeless and the 
crippled civilians and soldiers, and the devastated farms and cities 
that war leaves behind it are too familiar to us. Millions of people 
now living have learned the hard facts of war from personal ex¬ 
perience. 

Why do nations go to war? Why have they been unable to 
maintain peaceful relations with one another in spite of this knowl¬ 
edge of the tragedy of war? Must the world resign itself to ulti¬ 
mate destruction, or can something be done to promote and main¬ 
tain international cooperation? 

The problems and obstacles that have stood in the way of world 
peace are many. It is important that they be considered by every 
person who wishes to see an end of war. 

PROBLEMS OF INTERNATIONAL RELATIONS 

What Are International Relations? The relations of one nation 
with another are not carried on exclusively by diplomats and gov¬ 
ernment officials. They concern all direct or indirect dealings and 
contacts that nations have with each other. 
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NEW YORK CENTRAL SYSTEM 

International relations are affected by foreign trade. 

International lelations are affected wherever tourists travel 
abroad or whenever merchants buy and sell goods in foreign 
coimtries. If investors buy the bonds of foreign business establish¬ 
ments or if missionaries spread their gospels in backward regions 
of the world, international relations are concerned. When students 
study at foreign universities and people of various nations write 
letters to each other, they are carrying on international relations. 
The same is true of bankers who deal in foreign exchange, pub¬ 
lishers who translate books from foreign languages, and scientists, 
workers, and educators of different countries who meet to ex¬ 
change ideas. These activities, as well as the negotiation of peace 
and trade treaties by official diplomats, influence the relationships 
of one nation with another. 

International Relations Are Important. In our industrial age 
these contacts among the people of different nations are not 
merely convenient; they are downright essential to the well-being 
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and, in many cases, to the very existence of the people concerned. 
We live in an age of interdependence in which no nation can get 
along by itself. Even our own country, rich and prosperous as it 
is, must obtain various products from other countries in order to 
be able to carry on its industries. 

No nation can be unconcerned with what happens beyond its 
own borders. The world-wide depression of the 1930’s and the 
two world wars have already shown the interrelation of events 
in different countries. They have shown that what happens in any 
one country can seriously affect the whole world. 

Nationalism and Sovereignty. Among the foremost stumbling 
blocks to international cooperation we find nationalism and sov¬ 
ereignty. In order to understand fully what each term means, it is 
not enough to define it. Its true significance in international re¬ 
lations can best be understood if we know about its origin and 
history. 

During the ancient period of history there was no such thing as 
a nation as we use the term today. There were instead what we 
now call city-states. The land ruled over by a city-state, such as 
Babylonia, Thebes, Athens, or Rome, included a great deal more 
territory than that of the city itself, yet the people outside the 
limits of the city-state were not citizens. They were subjects who 
had no voice in the government. They had little feeling of love for 
the government or loyalty to it. The loyalty that did exist was 
found among the citizens of the governing city. The origin of 
this loyalty often went back to early tribal existence and blood re¬ 
lationships. 

Later, as the city-state grew, loyalty to it came to be associated 
with its history, customs and traditions, gods, and the language 
its people spoke. Thus, a citizen of Athens may have been proud to 
be an Athenian citizen because of the city’s early history and its 
great men and great works of art. This loyalty to the city-state 
should not be confused with nationalism, which developed later. 

The ancient Greek city-states were doomed to failure, first by 
the conquests of Alexander the Great and later by the legions of 
Rome. The Roman Empire did little to foster the development of 
nationalism. Rome continued as a city-state and the people be- 
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The citizens of Athens were loyal to their city, hut they did not pos¬ 
sess the spirit of nationalism as we know it today. 

vond its borders, whom it ruled, were not regarded as Romans. 
They were subjects or colonists of the illustrious city and nothing 
more. 

After the breakup of the Roman Empire by the barbarians of 
the North, there followed a period called the Dark Ages. A system 
of living known as feudalism began to take shape in Europe then. 
Nations were still nonexistent. There was no Italy, Germany, Eng¬ 
land, nor any other European nation in the sense that they exist 
today. People lived on feudal manors in small villages, and their 
lo) alty or allegiance was to the lord of the manor. He may have 
been a duke, an abbot, or a king. But even if he were a king, his 
influence in most cases did not extend beyond the manor that he 
ruled. 

Gradually, over a period of several centuries some of the more 
powerful lords began to bring other nobles under their control. 
They did this sometimes by war and sometimes by agreement to 
protect the weaker rulers. Thus, William the Conqueror, Duke of 
Normandy, defeated Harold, the King of the Saxons in England, 
and became ruler of England as well as of Normandy. This proc- 
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ess of expansion and unification was slowly taking place all over 
Europe, particularly in the western part of the continent. 

As the grouping of peoples and the unification of territories 
proceeded, there gradually developed a national consciousness, 
the feeling by a group of people that they belonged together. Peo¬ 
ple with the same history, language, customs, and ruler naturally 
felt that they had much in common with each other. They felt 
that there were differences between themselves and other groups 
that had other backgrounds, language, religion, customs, and 
rulers. 

Such groups were known as nations. The feeling that binds 
them together as a unit is known as nationalism. 

At about the same time that nationalism was developing in Eu¬ 
rope, as we have said, the authority of kings was growing stronger. 
To increase further their control over their subjects, rulers began 
to say that they ruled by “divine right.” By this they meant that 
a king was selected by God and that such a divinely appointed 
ruler could, of course, do no wrong. Once this theory was ac¬ 
cepted, the idea naturally developed that a ruler—and, in turn, 
the state or nation—had the authority to determine, without out¬ 
side interference, how the government would conduct itself. The 
governments of nations have followed this practice ever since. 

The right of a government to determine its own course of ac¬ 
tion under all circumstances is called sovereignty. 

The two concepts of nationalism and sovereignty thus developed 
side by side. They persist until this day. At first glance there ap¬ 
pears to be nothing harmful in either of them. For a people to 
take healthy pride in their nation, its inhabitants, and its accom¬ 
plishments is admirable. For a government to desire to manage its 
own affairs without interference from other nations merely re¬ 
flects human nature. Moderate nationalism and sovereignty that 
take into consideration the rights of other nations do not appear 
to be open to criticism. 

History makes it readily apparent, however, that, whatever 
good has come from nationalism and sovereignty, they have been 
the reasons for much international conflict. Intense nationalism 
has frequently led a nation to believe that its people, culture, and 
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The defeat of the Saxons by William the Conqueror in the battle of 
Hastings was a step in the unification of the people of feudal Europe 
into national groups 

institutions were so superior to those of other nations that it was 
justifiable aggressively to conquer and enslave them. Sovereignty, 
the avowed right of a nation to determine its own course of ac¬ 
tion, has also been used to justify such aggressions. 

It must be noted, however, that other factors are frequently in¬ 
volved in the causes of war. Fear of another nation, imagined or 
real interference with its economic life, or the desire to enrich it¬ 
self has more than once led a nation to take the road to war. Prob¬ 
ably the most common influences toward war have been economic 
ones. 

Economics and International Relations. In 1939 Adolf Hitler, 
the dictator of Germany, ordered his armies to attack Poland. The 
reason was given by Hitler himself. He wanted the Polish-con¬ 
trolled Free City of Danzig and a strip of land known as the Polish 
Corridor that separated the German province of East Prussia from 
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Hitler and Mussolini led Germany and Italy on the road io conquest 
with complete disregard for the rights of other nations. 

the rest of Germany. Nor was that all. Poland lay on the path to 
the rich wheat fields and oil wells of Ukrainian Russia. Hitler 
eventually hoped to get those also. 

Why did Germany attack Poland instead of trying to obtain 
what she wanted through peaceful means? The answer is that 
probably no peaceful request could have induced Poland to turn 
over to Germany those areas or to give her free passage to Russia, 
just as no person would give up the living room or kitchen of his 
house for the asking. 

Germany’s action violated international law and accepted inter¬ 
national standards. But the government of Germany didn’t care. 
That country had developed during Hitler’s years of power an in¬ 
tense spirit of nationalism. The Germans believed that they were 
superior to all other nationalities and that whatever they wanted 
to do was justifiable. Furthermore, Hitler preached the philosophy 
that the Germans had been wronged by the European democra¬ 
cies in the past and that now was the time for Germany to avenge 
herself. In addition, he insisted that it was Germany’s destiny to 
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rule the world, an arrangement that would be to Germany’s eco¬ 
nomic advantage. 

Now let us look at another side of the picture. How did this at¬ 
tack on Poland develop into another world war? The steps were as 
follows: England and France had by treaty with Poland agreed 
to come to her aid if she were attacked. England and France were 
thus obligated to declare war on Germany. But the treaty was not 
their only reason for going to war. The time had come in Europe 
when these two democracies realized that it was no longer prac¬ 
tical to give in to German demands. They realized that Germany 
had set for herself a course of conquest. Already they had allowed 
Germany to take over Austria and Czechoslovakia. Success in the 
Polish venture would certainly lead to similar attacks on other 
victims. 

The declaration of war upon Germany was an indication that 
France and England were fearful that not only would they lose 
their political and economic position in Europe and in the world, 
but also that they themselves might eventually become the vic¬ 
tims of German expansion. Thus the beginning of World War II 
was, like that of World War I, a struggle of the leading European 
states for world supremacy, for economic and political power. 

There followed an alignment of powers on either side of the 
fence, or on top of it. Each nation that took sides did so in its own 
particular economic and political interests. 

The spirit of nationalism has continually showed itself in new 
alliances among nations made for the sake of forming groups 
powerful enough to resist attack. For centuries nationalism has 
kept Europe in a state either of war or of preparation for war. 

At about the time that Germany attacked Poland in 1939, two 
other nations committed similar acts of aggression. Japan invaded 
China, and Italy invaded Ethiopia. In each case, as we review 
the events, we see that the reasons given for these attacks were 
the same. In each case there was a desire to control more territory, 
which, according to the statements of Japanese and Italian 
leaders, was needed as a source for raw materials, as a market for 
their manufactured products, and as an outlet for their overflow¬ 
ing population. 


INTERNATIONAL RELATIONS AND WORLD PEACE 297 



Wars may be regarded in part as the attempts of dissatisfied na¬ 
tions to better themselves at the expense of the satisfied. Since 
each nation, according to historical development and international 
law, is sovereign in its own right, no one can question its acts. 

When Japan invaded Manchuria in 1931 as the first step to 
transforming itself from a “have-not” to a “have” nation, only the 
League of Nations had the power to question Japan’s acts. But 
the League did not have sufficient power to make itself effective. 
There was no one seriously to question Italy when it attacked 
Ethiopia and Albania for the same reason. There was no one to 
question Germany when it marched into Austria and later into 
Czechoslovakia. If we go back a few hundred years, we find that 
there was no one to question England when it invaded India and 
South Africa; there was no one to question Belgium when it in¬ 
vaded parts of Africa; there was no one to question France or 
Portugal or the other colonial nations when they began to amass 
their colonial possessions. 

Historically, many nations have scrambled for colonial posses¬ 
sions, for power, and for wealth. Some began earlier and obtained 
a head start. Those that started later were left behind. But they 
did not want to remain there long even if it meant war. 

It would seem that one of the first things that the nations of 
the world will have to do in order to put an end to war is to make 
it possible for every nation to have access to raw materials. One 
way to accomplish this is through reductions of barriers to inter¬ 
national trade. 

International Trade and Peace. Trade among the peoples of the 
world is ages old. There have always been people who have made 
their living by trading or selling the products of their own coun¬ 
try to others. But international trade as we know it today is a 
product of modern times. The advances made in science have 
been the principal factors behind its development. It was science, 
as we have seen, that made possible the industrial revolution. The 
industrial revolution in turn brought about large-scale production 
and the specialization of industry which in turn stimulated inter¬ 
national trade. 

In the process of the revolution in industry, England, for in- 
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A Bolivian tin mine. Tin and many other kinds of minerals are needed 
in modern industry. The prosperity of industrial nations depends to 
some extent on their ability to maintain a continuous flow of trade. 
By means of trade they secure the raw materials for their factories 
and are able to market their manufactured products . 

stance, changed from an agricultural to a manufacturing nation. 
Although once she produced all the food she needed, now she 
has to import much of her food supply. Other countries have had 
similar experiences. Moreover, modem industrial states must have 
certain mineral products, such as tin, copper, bauxite, and coal, 
for example, which are necessary for their survival. They must 
also find markets for the goods they produce. Hence, the main¬ 
tenance of a continuous flow of trade among nations came as a 
natural development following the industrial revolution. How 
does this trade affect international relations? 

Nations generally have become so interdependent that the loss 
of foreign commerce cripples them economically. Competition for 
trade or any circumstances that tend to restrict trade among na- 
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tions create international strains, fears, and jealousies that fre¬ 
quently have been intensified until war has resulted. 

In seeking to develop their foreign trade, nations have fre¬ 
quently competed with each other for colonial possessions that 
would serve as sources of raw materials and markets for finished 
products. They have sought also to develop their ports or, if ports 
were lacking, to acquire them. The latter activity has on occasion 
led to international conflict. For example, throughout modern 
times Russia has sought a natural all-year outlet to the sea. Many 
of her wars in Europe and with Turkey grew out of this policy. 
The creation of the Polish Corridor and the Free City of Danzig 
was a concession to Poland after World War I in order to give her 
an outlet to the sea. As we have seen, it was her desire to obtain 
Danzig and the Polish Corridor that gave Germany, outwardly at 
least, a reason for attacking Poland in 1939. 

Still other developments that came with the expansion of inter¬ 
national trade were the high tariff walls created by some countries 
in order to keep out the .competing products of others. 

Economists have given arguments for and against the elimina¬ 
tion of all tariffs. It has been frequently said that tariff-free trade 
will naturally encourage friendly relations among nations. It will 
also make it possible for each country to produce the things that 
it is best equipped to produce. A common argument against free 
trade, on the other hand, is that it may lead a nation to lose self- 
sufficiency and depend for its very existence upon the products of 
other countries. It has been contended also, especially in the 
United States, that high tariffs have kept our wages higher than 
they would be if our workers were in competition with those in 
countries where wages are lower. 

The general tendency of the United States and other nations 
during the nineteenth and early twentieth centuries was away 
from free trade toward higher tariffs. While limiting imports, na¬ 
tions at the same time tried to sell more and more of their prod¬ 
ucts abroad. This has led to a scramble for new foreign markets. 
Out of the competition, jealousy and hatred have frequently de¬ 
veloped. 

Trade, as we have seen, is made easier by what we call foreign 
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exchange. For a country to be able to buy products from another, 
it must first be able to pay for them. It can pay for them only if it 
has gold or if it can obtain gold by selling its own surplus products. 
But when tariff walls prevent the sale of its products abroad, how 
can a nation obtain gold with which to buy from other countries? 
Impoverishment and financial chaos may result from the inability 
of a nation to sell its goods abroad. This was the plight of the 
countries of the world during the 1930’s when they suffered from 
the most serious depression on record. 

During a depression when people are out of work and are 
threatened with starvation, their instinct for survival may cause 
them to change their economic system. The change that takes 
place may not always be good for themselves or for humanity as 
a whole, in the long run. When people are desperate, they will 
cling even to straws. Under such conditions leaders may appear 
who may or may not have the good of the country or the world 
at heart. They may be selfishly interested only in power for them¬ 
selves. With cunning and cleverness they will denounce every¬ 
thing that stands in their way. They will condemn other nations 
or minorities within their own countries. They will appeal more 
to emotions and desires than to reason. 

We saw examples of such leadership in Germany, Italy, and 
Japan before World War II. Men appealed to the spirit of na¬ 
tionalism in their people. The people were told that their troubles 
started because other nations had conspired and were conspiring 
against them, that existing treaties of friendship were schemes to 
keep them in economic slavery; they were inspired to seek re¬ 
venge, prosperity, and glory. 

Conflicting Ideas about Government. Another obstacle to har¬ 
monious international relations has been the growth of various 
ways of thinking about the relationship of governments to every¬ 
day life. These philosophies concern life in all its aspects but par¬ 
ticularly the economic activities of the individual and the com¬ 
munity. Since men began to live in groups, there have been two 
major conflicting philosophies of this kind. One is the philosophy 
of laissez faire, which contends that a government should exercise 
a minimum degree of control over the economic life of the indi- 
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The execution of Louis XVI by the French revolutionists. The French 
Revolution marked an important gain in mans age-old struggle to free 
himself from tyranny. 

vidual or the community. The other, collectivism, is the exact 
opposite. It is a philosophy of maximum governmental control. 

Early in the history of civilization, the question of the degree of 
social control that should be exercised over economic life was 
largely one that concerned only the local community. This was so 
partly because communication and transportation had not yet 
reached the point where the spread of political philosophies from 
one community to another could have any serious influence. But 
with the coming of the printed word and improvements in the 
means of travel, it became possible for the people of one part of 
the earth to know what people elsewhere were thinking and do¬ 
ing. Rulers of countries became fearful of philosophies of govern¬ 
ment that were contrary to their own and tried to suppress them. 

In 1789 the French people overthrew the autocratic govern¬ 
ment of Louis XVI. For it they substituted a republic patterned 
upon the recently created republic of the United States. The for- 
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mation of the new French government, which stood for liberty, 
equality, and fraternity, frightened the monarchs of other Euro¬ 
pean nations. They feared that their own subjects might develop 
similar ideas. Consequently, England, Austria, Prussia, and Rus¬ 
sia attacked France. There followed a period of conflict referred 
to later as the Napoleonic wars, which lasted until 1815. Later 
these same powers with the exception of England joined in the 
Holy Alliance and attempted to undo the democratic revolutions 
in South America. 

At this time the United States became concerned. We were a 
republic. Our philosophy was opposed to that of the European 
monarchies. With the tacit agreement of England, who for eco¬ 
nomic reasons was opposed to the Holy Alliance, we issued a state¬ 
ment now known as the Monroe Doctrine. The Doctrine warned 
the European monarchs against attempting to re-establish control 
over the Latin American nations. The monarchs were, of course, 
displeased with our action, and only England’s support of our 
policy prevented war. 

But the philosophy of the French Revolution did not die de¬ 
spite the attempts of European rulers to destroy it. It took root in 
many countries and was fostered by the writings of many great 
thinkers. Gradually the democratic ideal of increased self-govern¬ 
ment was adopted in nations such as England, France, Belgium, 
and Holland. 

There were people who believed that it was not enough to 
change the autocratic to the democratic form of government. 
They advocated a more even distribution of the wealth of a na¬ 
tion among its people. Such a distribution of wealth would be ac¬ 
complished by putting into practice a system of government dedi¬ 
cated to that purpose. Men who believed there was need for such 
a system of government disagreed as to the method by which it 
should be set up. Among them were the socialists who wanted to 
accomplish their purpose by peaceful, legal methods. There were 
also the communists, who favored the overthrow of older kinds of 
government by force. 

In the early nineteenth century Europe was experiencing the 
industrial revolution. We have already seen that in its early stages 
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the industrial revolution helped to concentrate wealth in rela¬ 
tively few hands and tended to create conditions of poverty and 
misery among the masses of people. Reformers preached against 
the existing evils of the industrial revolution—its slum housing, 
the long hours of work, the employment of women and chil¬ 
dren, the retardation of children’s growth, and so on. Some of 
these reformers began to think of ways and means of changing the 
conditions that existed. Their conclusion was that greater govern¬ 
ment control over the economic life of a nation was necessary if 
a fairer distribution of wealth was to result. The most extreme 
supporter of that philosophy was Karl Marx who, in his book Das 
Kapital, denounced the capitalistic system of production for profit. 
He urged the introduction of a system of production and govern¬ 
ment control in which all factories, mines, railroads, and other 
means of production would be publicly owned. Under this pro¬ 
gram production would be determined by need instead of by hope 
for profit, he contended. 

New Conflict. Although the governments of the day generally 
opposed the new philosophy, some of them adopted certain of 
the measures for which it stood. Laws were passed in some coun¬ 
tries, notably England, Germany, and the Scandinavian nations, 
that established systems of social insurance covering health and 
unemployment, lowering the number of working hours per day 
and per week, and eliminating child and woman labor. The social¬ 
ists and communists, however, were not satisfied. In 1917, com¬ 
munists in Russia seized control of the government by force, de¬ 
posed the Czar, and banished or killed most of his followers. The 
Communist Party then took up the experiment of running a coun¬ 
try of more than 160 million people under its own dictatorship. The 
Party represented but a small minority of the Russians. 

The leading powers of the world, including the United States, 
saw in the Russian experiment a threat to their own kinds of gov¬ 
ernment. They feared that communism might spread to their own 
peoples because the communists advocated world-wide revolution. 
First, the world powers sent troops into Russia to attempt to undo 
the revolution. This action was unsuccessful and the troops were 
withdrawn. Anticommunist nations then adopted the policy of iso- 
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lating Russia, of having nothing to do with her. At the same time 
they each undertook a campaign of propaganda against the philos¬ 
ophy of communism and opposed it at every turn. 

As soon as Russia subdued those of its own citizens who re¬ 
sisted the revolution and became somewhat stable it undertook to 
spread communism abroad by propaganda or any other means. 
The world faced a sharp clash between two opposing ways of life. 
The most fruitful ground for the spread of communism was natu¬ 
rally those parts of the world where people were dissatisfied or 
where the existing government did not have the full support of the 
people. Consequently, China, Germany, Italy, and France became 
centers of communist agitation. In other countries, like the United 
States, communist parties gained but few converts. 

The economic and political unrest created by World War I and 
intensified by the trade wars between the countries of the world 
contributed to a world-wide depression. The inevitable had hap¬ 
pened. Millions of the unemployed, disillusioned by the life about 
them, were ready for a change. On the one hand was democracy. 
On the other hand was communism or socialism. People were 
afraid of this kind of social organization, but some were beginning 
to come into the fold of political parties that favored it. This was 
shown by the election of the Labor party to power in England and 
the establishment of a “popular front” government in France, with 
a socialist, Leon Blum, at its head. 

At the time still another philosophy was appearing. It was a re¬ 
vived militaristic nationalism called fascism in Italy and nazism in 
Germany. By either name it was in opposition to democracy and 
capitalism on the one hand, and communism on the other. In its 
aggressive propaganda the democracies thought they saw a pow¬ 
erful weapon against their old enemy, communism, and at first did 
not oppose it. The lack of opposition helped fascism and nazism to 
grow in power until Europe and the rest of the world were again 
plunged into war. 

Then the unexpected happened. Capitalism, represented by the 
Western democracies, and communism, represented by Russia, 
joined hands to fight fascism in a war against Nazi Germany and 
her allies. The alliance, however, was for military purposes only. 
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As the war progressed, attempts at reconciliation and better un¬ 
derstanding between democracy and communism were made. Un¬ 
fortunately, after the war the old suspicions between Russia and 
the democracies, particularly England and the United States, 
came to the surface again. The success of the United Nations was 
dangerously threatened by the end of the cooperation that had 
made possible such brilliant achievements during the war. 

International relations were further endangered by Russia’s 
attempt to expand her influence in Europe. The war-stricken 
countries of Europe were in danger of turning to communism in 
an effort to find their way out of the economic chaos that the war 
had left. The governments of the Western democracies were de¬ 
termined to stop the spread of communism. The United States 
launched the European Reconstruction Program (ERP) which 
called for the spending of billions of dollars to enable European 
nations to get back on their feet. Such a program required cooper¬ 
ation among the participating European nations to do what they 
could to improve their own conditions by making wise use of the 
funds provided by the United States. 

ERP had a threefold purpose. It would alleviate suffering in 
Europe. It would enable the European nations to rebuild an ade¬ 
quate economic life. By accomplishing these results it would make 
it possible to resist in all ways the pressures of Russia to spread 
communism throughout Europe and hence to dominate the 
continent. 

INTERNATIONAL COOPERATION 

In spite of the frequent recurrence of war, there have been con¬ 
structive attempts made toward the establishment of friendly re¬ 
lations among nations. Unfortunately, the machinery set up by 
these efforts has worked successfully only part of the time and has 
broken down completely at the other times. To understand why 
this has been so, let us review some of the efforts to do away with 
war. In studying the strength and weakness of the organizations 
that have been created at various times to prevent war, we must 
remember that organizations alone cannot accomplish the task. 
There must be a spirit of cooperativeness among people and a 
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genuine desire to eliminate the differences among nations that 
cause war. 

International Law. International law is a term applied to the 
rules and practices that govern the conduct of nations in their re¬ 
lations with each other, both in peace and in war. It differs from 
the law that governs our daily lives in that it has not been adopted 
by any legislature or government. Another difference is that there 
is no one agency that has the authority to enforce it. The effec¬ 
tiveness of international law, consequently, depends upon the 
willingness of nations to respect and obey it. Like all other law it 
is not static but undergoes continual change. 

International law had its beginning in about the fourteenth cen¬ 
tury before the appearance of national states. It grew out of the 
customs that were used by the city-states of Italy in their dealings 
with each other and that were later adopted by the newly devel¬ 
oping nations of western Europe. Not until the beginning of the 
seventeenth century, however, were the rules of international con¬ 
duct collected and put into definite form. This task was performed 
by a Dutch jurist, Hugo Grotius, who in 1625 published a book on 
the principles of international law. The following are some of 
these principles: 

1. All sovereign nations are equal in the eyes of international 
law. Therefore, no nation has a right to interfere with the in¬ 
ternal affairs of another nation. 

2. All nations have equal rights on the high seas. A nation at 
war, however, may search neutral vessels for war materials 
(contraband) and seize them if they are destined for use by 
an enemy. 

3. The waters within 3 miles of the coast of a country are re¬ 
garded as a part of the territory of that country and are un¬ 
der its full jurisdiction. 

4. No nation has the right to pursue a criminal or a fugitive 
from justice within the borders of another country. A nation 
may request the extradition or surrender of a criminal who 
has taken refuge in another country. 

5. A nation must offer protection to foreign citizens and foreign- 
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owned property that are within its own borders. On the 
other hand, foreigners are subject to the laws of the country 
in which they live. Property, regardless of the nationality of 
its ownership, is subject to the laws of the nation in which it 
exists. 

6. Every nation may send diplomatic representatives to other 
nations, which have the right to accept or reject them. It fol¬ 
lows, then, that every government has the right to determine 
whether it will officially recognize the government of an¬ 
other nation. 

7. Nations have the right to make treaties or other agreements 
with each other. 

8. Nations have the right to wage war either in self-defense 
when attacked or when they feel that their sovereignty or 
honor has been impaired. Since a nation is the sole judge of 
its own sovereignty, it may feel justified in declaring war 
upon another according to international law. The time has 
come, however, when a country that attacks another must 
face world opinion as to whether or not the attack is justifi¬ 
able. Our participation in two world wars was partly a pro¬ 
test against outright disregard for international law. The 
trials of the leaders of Nazi Germany and Japan would seem 
to indicate that individuals guilty of plunging a nation into 
an aggressive war can be held accountable for their acts. 

International law has also set up various rules and procedures 
regarding the treatment of prisoners of war, the treatment of 
neutral countries, and truces and armistices. These rules were 
adopted to minimize the horrors of war, but they are not always 
followed. 

Generally speaking, international law has not been successful in 
preventing wars. It is not to be considered as valueless, however. 
It does represent the world’s opinion as to what constitutes proper 
international behavior and, therefore, plays an important role in 
promoting better relations. 

Diplomats or representatives exchanged between governments 
have played and continue to play important parts in international 
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The ambassador from Brazil presents his official credentials to Presi¬ 
dent Truman. The ambassador’s credentials show that he is an au¬ 
thorized representative of the Brazilian government. 

relations. The United States sends ambassadors to the larger or 
more important nations, such as Britain and France. Ministers are 
sent to such smaller nations as Belgium and Sweden. To Rome, Lis¬ 
bon, Paris, Milan, and other important cities our government sends 
consuls. The duties of an ambassador and a minister are the same. 
Generally, their duties consist of promoting good relations be¬ 
tween the United States and the country to which they are sent. 
The\ act as the President’s personal representatives, deliver any 
messages that he or the State Department wishes to transmit, ne¬ 
gotiate treaties, and look out for the welfare of American interests. 
If the United States should wish to effect a trade treaty with Eng¬ 
land, the President or the Secretary of State may instruct the am¬ 
bassador to England to discuss the matter with the English gov¬ 
ernment. Or, if an American citizen should in some way be 
wronged in a foreign country, the ambassador, or minister, or con¬ 
sul will intercede for him and ask that the wrong be righted. 

It is obvious, therefore, that the type of man selected to act as 
a diplomatic representative is very important. The ambassador or 
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minister must be a man that is agreeable to the country to which 
he is sent. He should be amiable and tactful, possess a good com¬ 
mand of foreign languages, and be skilled in dealing with others. 
One of our first and most successful ambassadors was Benjamin 
Franklin. His personality was such that he won the esteem of both 
France and England. 

In the United States ambassadors and ministers are appointed 
by the President with the approval of the Senate. In choosing dip¬ 
lomats, American Presidents have sometimes been criticized for 
selecting men not well trained for this type of work. Frequently, 
appointments are used to reward a “good party man” or to honor 
someone who has made large contributions to the party’s cam¬ 
paign chest. England, on the other hand, has been rated as having 
highly trained persons in its diplomatic service. 

In addition to ambassadors and ministers, the diplomatic serv¬ 
ice includes special attaches and consuls. Attaches are usually spe¬ 
cialists in commercial or military affairs and serve as advisers to 
ambassadors or ministers. The consuls, as already mentioned, are 
officials stationed in the important cities of the world to assist 
tourists traveling abroad, to issue visas and passports, and to sup¬ 
ply information of interest to businessmen who are engaged in 
commercial ventures in foreign countries. 

International Agreements. The work of diplomatic representa¬ 
tives has been to some degree helpful in maintaining friendly re¬ 
lations among countries. It has not been always successful, how¬ 
ever, in preventing wars. When a difference between two nations 
arises, as for example, a boundary dispute, and diplomacy fails to 
settle it, the nations concerned may recall their ambassadors or 
ministers. This action is frequently preliminary to a declaration of 
war. As wars became more costlv and devastating to both the vic¬ 
tor and the defeated nation, the leaders of governments became 
concerned with finding methods that will be more successful in 
preventing wars. 

From time to time peace-loving people have suggested inter¬ 
national conferences, world courts, and world organizations—such 
as the League of Nations and United Nations—as means of settling 
international disputes and preserving peace. In 1815, after the 
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The embassy of the United States in Paris. An embassy is the official 
residence and office of an ambassador. 

defeat of Napoleon, the victors. Great Britain, Prussia, Austria, 
and Russia, signed an agreement to meet in conference if peace 
were again threatened. Numerous such conferences were held be¬ 
tween 1815 and the outbreak of World War I. Some were success¬ 
ful in solving international problems. The Crimean War, for ex¬ 
ample, was brought to an end by a conference at Paris in 1856. 
The International Red Cross Society was established at the Ge¬ 
neva Conference of 1864. At St. Petersburg in 1868 and at Brussels 
in 1874 new rules of warfare were adopted. An agreement not to 
sell arms or liquor to African natives was made at Brussels in 1890. 
A threatened war between Germany and France was prevented at 
the Algeciras Conference in 1906. 

International conferences have failed to prevent war, however, 
when one or more large nations have made up their minds to pur¬ 
sue a pqlicy of expansion and conquest. Although the Pan-Ameri¬ 
can conferences, held periodically in the Western Hemisphere, 
probably have been the most successful meetings of their kind. 
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even they have not always prevented wars among the South 
American countries. The two most renowned world conferences 
before World War I were the Hague Peace Conferences of 1899 
and 1907. Neither, however, achieved its objective of preventing 
war through mediation or arbitration. The League of Nations, 
established at the end of World War I, was successful in certain 
respects, but it was poorly equipped to solve the grave problems 
that led to World War II. 

THE UNITED STATES AND WORLD AFFAIRS 

Critics of the United States have accused it of actively contrib¬ 
uting to the causes of World War II by failing to join and support 
the League of Nations. Be that as it may, it should be noticed that 
this country has a peculiar constitutional provision regarding 
agreements with other nations. This provision has been an impor¬ 
tant factor in the problem of world peace. 

The Constitution and International Agreements. According to 
the Constitution, the President of the United States has the au¬ 
thority to negotiate treaties with foreign nations. Before a treaty 
can be binding upon the United States, however, it must be ap¬ 
proved by two-thirds of the members of the Senate. Regardless of 
what may have been the original intention of the makers of the 
Constitution, many critics now believe that this requirement 
makes it possible for a small minority to nullify the wish of the 
majority. As an example, it is frequently pointed out that in 1919 
the majority of the people were in favor of this country’s join¬ 
ing the League of Nations, yet a small minority in the Senate 
blocked the move. Some people, therefore, believe that it would be 
more consistent with democratic government if treaties were 
adopted in the same way as any other law is enacted. A law is en¬ 
acted by a majority vote in the House of Representatives and the 
Senate. 

Foreign Policy of the United States. A nation’s foreign policy is 
the product of numerous political, economic, social, and religious 
forces. The foreign policy of the United States has been influ¬ 
enced also by this country’s geographical position and by certain 
traditional ideals. In our history we can see what we may call 
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beacons that have guided us in our relations with other nations. 
The first was lighted by George Washington in his Farewell Ad¬ 
dress to the people and is contained in the words “nonentangling 
alliances.” During the course of our history, Washington’s words 
have been usually interpreted as signifying a policy of aloofness 
or isolation from world politics, particularly from European power 
politics. We have not always followed our first President’s advice, 
however, because it has not always been practical to do so and be¬ 
cause other forces have worked counter to it. 

Since we have always been a part of the world of nations, com¬ 
plete aloofness from international affairs has been a physical im¬ 
possibility as well as an economic one. No one, for instance, has 
ever suggested that our country should remain so removed from 
world affairs that it should cease to buy and sell goods abroad. 

No one has suggested that as a national policy we suspend 
tourist travel, discontinue reading books of foreign authors, cease 
listening to music of foreign composers, or stop sending students 
to foreign universities. 

As a matter of fact, the very foundation of our foreign policy, 
the very reason for Washington’s isolationism, was the desire to 
live at peace with other nations while maintaining at the same 
time all necessary and beneficial relations with them. Our aloof¬ 
ness has been pronounced only when other nations were at war. 
It frequently has been the subject of public debate. 

Throughout our history our desire for neutrality has been based 
on sound and practical economics. We have wanted to steer clear 
of any foreign politics that would embroil us in war. As a young 
nation we had plenty to do at home. There was a vast continent 
that needed to be spanned. There were rich mineral resources 
that needed to be developed. There were new industries to be 
started. We wanted no outside interference with our “manifest 
destiny.” In this we were aided by the fact that we were separated 
by vast oceans from the rest of the world. 

We felt particularly fortunate to be separated from the Euro¬ 
pean world, where power politics, national jealousies, racial 
hatreds, and religious intolerance, centuries old, were continu¬ 
ally causing friction. We were fortunate that our neighbors to the 


INTERNATIONAL RELATIONS AND WORLD PEACE 313 



north and to the south were fulfilling their own brand of manifest 
destiny. They, too, had enough to do at home. They had no rea¬ 
son to want to hinder our progress. In fact we were more con¬ 
cerned with their destiny than they with ours, and our relations 
with them embodied almost the exact opposite of our foreign 
policy toward other countries. 

The second beacon that guided our foreign policy was in prac¬ 
tice almost in direct opposition to that of nonentangling alliances. 
It grew out of the ideals on which our nation was founded and 
which we have ever since called American. These ideals were the 
belief in freedom, independence, tolerance, and fair play among 
individuals and among nations. From them developed our position 
on neutrality and freedom of the seas, which took us into war 
against England in 1812 and into war on the side of England in 
1917. They are the basis of our hatred for tyranny in any form 
whatsoever. This attitude was partly responsible for our war 
against Spain in 1898 and our war against Japan, Germany, and 
Italy in 1941. It also explains the growth of tension between the 
United States and the Soviet Union after World War II. 

Our cultural heritage as well as our economic interests link us 
closer to some nations than to others. To England we owe our 
language and many of our customs and laws. Even after inde¬ 
pendence had been won, we were still in many respects admirers 
of her customs, literature, and laws. To France we owed grati¬ 
tude for her spiritual inspiration in democracy and for her aid to 
us during our war for independence. Thus, in spite of our strong 
desire to keep aloof from political alliances that would entangle 
us in a war, these factors have at times drawn us into conflicts that 
involved the greater part of the world. 

Our love for peace has not always been strong enough to keep 
us out of war because there were other countries who felt differ¬ 
ently about peace and war. 

Today we realize that we are no longer a separate and distinct 
entity. We are still separated from other powerful nations by two 
oceans, but this separation is of little consequence. The radio and 
the airplane have seen to that. We are all part of one world. More 
of us realize this than ever before. The future foreign policy of the 
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Woodrow Wilson (right) and the representatives of Italy, Great Brit¬ 
ain, and France at the Paris Peace Conference at the close of World 
War 1 Wilson took the leadership in the establishment of the League 
of Nations. 

United States appears to be, therefore, of necessity departing from 
isolationism. 

PEACE THROUGH A WORLD ORGANIZATION 
OF NATIONS 

The ideal of an organization of nations that would do away 
with war and maintain peace appeared centuries ago. No formal 
organization materialized, however, until the end of World War I, 
when upon the insistence of Woodrow Wilson, the victorious na¬ 
tions included in the peace treaty the provisions for the establish¬ 
ment of the League of Nations. It failed in its major purpose since 
it could not prevent war. 

Probably the chief reason for its failure was the fact that the 
world was not yet ready for it. At the time it was created, it was 
only the dream of an idealist. The world was too practical to care 
much for ideals. More specifically, the League failed because some 
of the more important nations did not belong to it. The League 
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had been in existence for 14 years before Russia joined it. The 
United States never became a member. Another reason for its fail¬ 
ure was that many of the nations that were members sabotaged it 
when it suited their purposes to do so. Furthermore, the League 
failed because it lacked power. Like the government of the thir¬ 
teen states under the Articles of Confederation, following the 
American Revolution, the League of Nations could discuss, rec¬ 
ommend, and plead, but it could not enforce its decisions. 

During its lifetime, it did bring about certain compromises be¬ 
tween nations, but its existence was doomed as soon as it failed 
to check Japan’s invasion of China in 1931. This failure was the 
beginning of the end. Hitler and Mussolini made sure of that, and 
the democracies did not do much to stop them. The invasion of 
Ethiopia, the Spanish Civil War, the signing of the Munich Pact, 
all took place in spite of the League. Then, as we have seen, came 
the invasion of Poland and the beginning of World War II. The 
League ceased to exist in fact although it did not formally disband 
until 1946. 

Evidence of the fact that the United States realized that it 
could not remain aloof from Europe’s troubles was seen when 
Congress adopted the lend-lease program in 1940. The act pro¬ 
vided that we would give help to any nation fighting against ag¬ 
gression without necessarily expecting repayment. President 
Roosevelt said that the principle of lend-lease was similar to that 
of the aid we would give to our neighbor whose house is on fire. 
To help him save his house as well as to prevent our own house 
from catching fire, we probably would not hesitate to lend him 
our garden hose even if it meant that the hose would be lost. 
Lend-lease made the United States the “arsenal of democracy,” 
ready to supply material help to any nation attacked by an 
aggressor. 

The United States took a further step toward world cooperation 
when in August, 1941, President Roosevelt and the British Prime 
Minister, Winston Churchill, drew up the Atlantic Charter. The 
Charter is a statement of principles upon which the United States 
and Great Britain would base their “hopes for a better future for 
the world.” 
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In January of the next year occurred the third step, the Decla¬ 
ration by the United Nations which was signed by twenty-six gov¬ 
ernments. This document gave support to the principles of the 
Atlantic Charter and pledged the nations that signed it to a full, 
united effort in prosecuting the war. 

THE ATLANTIC CHARTER 

The President of the United States of America and the Prime Minis¬ 
ter, Mr. Churchill, representing His Majesty's Government in the 
United Kingdom, being met together, deem it right to make known 
certain common principles in the national policies of their respective 
countries on which they base their hopes for a better future for the 
world. 

I 

Their countries seek no aggrandizement, territorial or other. 

II 

They desire to see no territorial changes that do not accord with 
the freely expressed wishes of the peoples concerned. 

III 

They respect the right of all peoples to choose the form of govern¬ 
ment under which they will live; and they wish to see sovereign rights 
and self-government restored to those who have been forcibly de¬ 
prived of them. 

IV 

They will endeavor, with due respect for their existing obligations, 
to further the enjoyment by all States, great or small, victor or van¬ 
quished, of access, on equal terms, to the trade and to the raw 
materials of the world which are needed for their economic prosperity. 

V 

They desire to bring about the fullest collaboration between all 
nations in the economic field with the object of securing, for all, im¬ 
proved labor standards, economic adjustment and social security. 

VI 

After the final destruction of the Nazi tyranny, they hope to see 
established a peace which will afford to all nations the means of 
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dwelling in safety within their own boundaries, and which will afford 
assurance that all men in all the lands may live out their lives in free¬ 
dom from fear and want. 


VII 

Such a peace should enable all men to traverse the high seas and 
oceans without hindrance. 


VIII 

They believe that all of the nations of the world, for realistic as 
well as spiritual reasons, must come to the abandonment of the use 
of force. Since no future peace can be maintained if land, sea or air 
armaments continue to be employed by nations which threaten, or may 
threaten, aggression outside of their frontiers, they believe, pending 
the establishment of a wider and permanent system of general security, 
that the disarmament of such nations is essential. They will likewise 
aid and encourage all other practicable measures which will lighten for 
peace-loving peoples the crushing burden of armaments. 

During the war years, under the leadership of the United States, 
Great Britain, the Soviet Union, and China (the Big Four) other 
steps were taken toward the formation of a world organization. 
The most noteworthy of these were: 

The Fulhright Resolution , 1943. In this resolution the United 
States expressed approval of the creation of an international or¬ 
ganization with power adequate to establish and maintain lasting 
peace. The resolution approved participation by the United States 
in such an organization. In view of our failure to join the League 
of Nations in 1920 and of our subsequent policy of isolationism, 
this was a sign of our changing attitude toward cooperation with 
other nations in a world organization. 

The Moscow Conference , 1943. This meeting of the foreign 
ministers of the United States, Great Britain, the Soviet Union, 
and China recognized not only the need of waging the war to a 
successful end, but the necessity of postwar cooperation among 
the nations represented. The “Declaration of Four Nations on Gen¬ 
eral Security” made by this conference also stated that the nations 
recognized the necessity of establishing at the earliest practicable 
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At Yalta, in 1945, Roosevelt and Stalin (left) planned the occupation 
of Germany that would be carried out after the German surrender. 
Secretary of State Marshall, Soviet Foreign Minister Molotov, and 
French Foreign Minister Bidault are shown (right) at a meeting con¬ 
cerning postwar problems. 

date a general international organization based on the principle of 
equality of all peace-loving nations. Membership was open to all 
such states. 

Conferences at Cairo and Teheran, 1943. These meetings of the 
Big Four strengthened the good relations among the four leading 
powers and gave further promise’ of the creation of a world organ¬ 
ization of nations “whose peoples in heart and mind are dedicated 
. . . to the elimination of tyranny and slavery, oppression and 
intolerance.” 

The Dumbarton Oaks Conference, 1944. At this meeting repre¬ 
sentatives of the Big Four drew up a plan for a world organization. 
They made the following proposals: 

The purpose of the world organization should be to maintain 
international peace and security by providing machinery for the 
peaceful settlement of disputes between nations, by outlawing 
the use of force, and by fostering conditions that would lead to 
friendly international cooperation. 

Membership in the organization should be open to all peace- 
loving states. 
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The principal divisions of the organization should include: 

A general assembly 

A security council 

An international court of justice 

A secretariat 

Such additional agencies as may be found necessary to deal with 
problems of labor, education, finance, food, health, and so on. 

In the spring of 1945, the Dumbarton Oaks plan was submitted 
for approval to the representatives of the United Nations at San 
Francisco. There was much discussion and debate concerning 
membership in the Assembly and in the Security Council. It was 
agreed that membership in the Assembly would be open to all na¬ 
tions but with membership in the Council limited to eleven. The 
Big Five nations (the former Big Four and France) were to be 
permanent members. Six other nations were to be elected to mem¬ 
bership by the General Assembly for 2-year terms, half of them 
to be chosen each year. 

Another point of discussion had to do with the respective pow¬ 
ers of the Assembly and the Security Council. The chief question 
concerned the voting power of the five permanent members of the 
Council. As finally approved, the charter of the United Nations 
gave the Assembly the authority to discuss the actions of any na¬ 
tion that threatened world peace and to recommend appropriate 
action to the Security Council. No measure could be adopted by 
the Council, however, unless it was unanimously approved by the 
five permanent members and any two temporary members. This 
arrangement allows a permanent member to veto any action of 
the Council. 

The suborganizations through which the United Nations is to 
function include: 

The International Court of Justice. 

The International Monetary Fund to help stabilize currencies 
of nations and to promote trade. 

The International Bank for Reconstruction and Development 
to assist nations to get back on their feet and to achieve fi¬ 
nancial stability. 
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The International Labor Organization to help promote fair la¬ 
bor standards and working conditions. 

The United Nations Food and Agriculture Organization to help 
promote better distribution of agricultural products. 

The United Nations Educational, Scientific, and Cultural Or¬ 
ganization to promote better schooling in all countries and to 
foster the exchange of new developments in education, sci¬ 
ence, and the arts. 

The Trusteeship Council to safeguard the welfare of colonial 
peoples under the rule of foreign governments. 

Other social and humanitarian agencies to deal with health, 
education, and so on, in order to promote better living 
throughout the world. 

The Security Council of the United Nations was granted power 
to curb aggressors. It was provided with a Military Staff Commit¬ 
tee to advise it in such matters. Should any nation become an 
aggressor, the Security Council may immediately ask member 
nations to suspend trade, communication, and other economic 
dealings with it. If this peaceful course of action fails, the Council 
may then call upon the military forces of the member nations. The 
League of Nations lacked such power. 

ATOMIC ENERGY AND WORLD PEACE 

In August, 1946, the President of the United States made an 
announcement that startled the world. An atomic bomb had been 
dropped on a Japanese city. A few days later Japan asked for 
peace. World War II had come to an end. In spite of the final de¬ 
feat of all the Axis powers and the general celebration of victory, 
and in spite of the expectation of the eventual homecoming of the 
soldiers from the battlefields, there were many people who had 
misgivings. They were worried about the atomic bomb and what 
it would ultimately mean to mankind as a whole. 

Not the least concerned were the scientists who had developed 
the bomb. They had done their work well. The 2 billion dollars 
allotted by the United States government for the research had not 
been misspent. Was not the bomb successful? Did it not practi- 
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An atomic bomb explodes Smoke rises thousands of feet above 
Bikini as scientists study the effects of the atomic bomb. 

cally wipe out a large city? Did not the war, because of the bomb, 
end sooner than had been expected? Were not the lives of untold 
numbers of our soldiers thereby saved? 

The atomic bomb had done what it was expected to do, but 
future prospects did not seem altogether bright. If we could drop 
one bomb and destroy an entire city, could not another country 
do the same thing to us? What if all nations were to learn to man¬ 
ufacture atomic bombs? According to scientists, they will be in a 
position to do so sooner or later. What if one or more of these 
countries should without warning suddenly unleash jet-propelled 
planes carrying bombs to drop on our cities? Had we created a 
monster to help us defeat our enemy, only to have it turned 
against us and all civilization later? 

The Possible Uses of Atomic Energy. The atomic bomb is only 
one of the forms in which atomic energy can be used. Like dyna¬ 
mite it can be used for destructive purposes in war or for construc¬ 
tive purposes in peace. The possibilities foreseen may stagger the 
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imagination. They may seem as visionary as radio, television, the 
automobile, and the airplane would have appeared to people hun¬ 
dreds of years ago. Whether we shall ever realize the dream of us¬ 
ing atomic energy to operate factories, run ocean liners, furnish 
electricity, and to raise our standards of living in general will de¬ 
pend on what we do with the destructive aspect of atomic 
energy. 

What Is Atomic Energy? We might ask ourselves at this point, 
what is atomic energy? How is it obtained? What are its sources? 
We must realize that it is difficult to understand just what atomic 
energy is and how it is released. Only a few people, highly trained 
in physics, chemistry, and mathematics, sometimes referred to as 
nuclear physicists actually understand its real nature. They are 
men and women who work in scientific laboratories and who are 
ultimately responsible for how much or how little power we can 
obtain from the atom. If we will read carefully the following ex¬ 
planation, we may acquire some basic understanding of what 
atomic energy is and how it is produced. 

The universe is made up of matter and energy. All matter is 
composed of chemical elements, which are the basic building 
materials of substances, both living and nonliving. Ninety-two of 
these elements have been found in weighable quantities on, in, or 
over the earth. Four more elements have been produced artifi¬ 
cially by man. The elements combine, or can be combined, in 
many different ways—enough ways to form hundreds of thousands 
of compounds. Compounds are made up of two or more elements. 
These elements and compounds are the raw materials with which 
we work. 

Elements, in turn, are composed of atoms. An atom is the small¬ 
est part of an element that cannot be broken down into simpler 
substances by ordinary chemical change. Atoms are so tiny that 
they are invisible to the human eye even when aided by the most 
powerful microscope ever built—and some of the modem micro¬ 
scopes will magnify up to 100,000 times! Even though we cannot 
see atoms we know a great deal about them from observing their 
effects. 

As long ago as 400 b.c. a Greek philosopher named Democritus 
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guessed that matter is made up of atoms. Many hundreds of years 
later, in the nineteenth century, it was learned that the atom itself 
is made up of still smaller particles. Each atom has several elec¬ 
trons, which are negative electric charges, and a nucleus. The nu¬ 
cleus is made up of protons (positive electric charges) and neu¬ 
trons, which have no electric charge. When these discoveries were 
made, scientists realized that all matter is electricity. 

From various experiments it was known that a great deal of 
energy is locked up in the atom, especially in the nucleus. About 
15 years ago, scientists succeeded in splitting the atom of the ele¬ 
ment uranium by bombarding it with very fast-moving particles. 
Since then scientists have looked forward to the day when the 
energy locked inside the nucleus of the atom could be released in 
the proper way and hamessed for use by man. 

Unfortunately, the first harnessing of atomic energy came in 
time of war and was used for destructive purposes in the form 
of the atomic bomb. But atomic energy can be harnessed for con¬ 
structive uses. 

Our knowledge of the atom and the structure of matter has 
been more than 2,000 years in development. Many of the scientific 
facts have long been known by people all over the world, but it 
was only during World War II that the pieces of the puzzle were 
finally fitted into place to make atomic energy work for man. 

When a uranium atom splits, it releases neutrons. To use atomic 
energy, the problem is to make atoms keep on splitting and releas¬ 
ing neutrons. The answer to this problem is the chain reaction. To 
be effective, a chain reaction must be controlled and finally, the 
amount of material used, the critical size, gives the key to the use 
of atomic energy. This, then, is our secret: the exact, or smallest, 
amount of material in which a chain reaction can develop and 
thereby release atomic energy. 

The Control of Atomic Energy. In the United States the con¬ 
trol of the development and use of atomic energy was placed in 
the hands of a civilian board known as the Atomic Energy Com¬ 
mission. The decision to do so was not reached, however, before 
considerable discussion as to whether atomic energy development 
should be placed in the hands of military men or civilians. 
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It was generally agreed here and abroad that the use of atomic 
energy was so fraught with danger to the entire world that it should 
be placed under international control. The United Nations ap¬ 
peared to most people to be the logical custodian of atomic energy 
control. Although the nations are generally agreed as to this, it has 
been difficult to work out a mutually satisfactory plan by which 
the United Nations can exercise its control. It has been contended 
by some that to exercise such control the United Nations would 
need to own and operate all uranium and thorium mines in the 
world, as well as all atom bomb plants. Furthermore, it is said, the 
United Nations alone should know how to manufacture atom 
bombs and should have authority to inspect mines and plants in 
any country to prevent the secret manufacture of bombs. 

These requirements, so far, have not been acceptable to all 
members of the United Nations. 

Harnessing Atomic Energy. Throughout the ages painstaking 
men and women have delved into the mysteries of nature and 
have unearthed new facts. Each age has made its contribution to 
our scientific knowledge. Each discovery has added to man’s con¬ 
trol over the forces of nature. Each discovery, from the smallest 
to the largest, from the simple wheel to the release of atomic en¬ 
ergy, is therefore important. No bit of scientific information, how¬ 
ever, is perhaps as packed with importance as the discovery of a 
method for unleashing atomic energy. 

It has often been remarked that mankind has progressed far 
since the time of primitive men, and that is true. We have con¬ 
quered the oceans and the air with our steamships and airplanes. 
We can speak to one another thousands of miles apart. We have 
rid the earth of some diseases that used to kill thousands of people 
each year. But there is still one part of nature that man has failed 
to conquer—himself. We still fight, and rob, and kill, and murder. 
War legally may not be murder, but it is killing nonetheless. 

A war with the atomic bomb, as foreseen by scientists, may 
mean the end of all human fife. And yet, the discovery of how to 
release atomic energy could be the greatest boon to mankind if 
we could learn to conquer ourselves, if we could learn to trust one 
another. 
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The development of atomic energy is the product of many years of 
work by painstaking men and women. Among them were Marie Curie 
and Albert Einstein. Will tee use the results of their labors for de¬ 
struction or as a boon to mankind? 

The scientist is interested in discovering the truth, learning 
more and more about how nature operates, hoping thereby to en¬ 
rich and improve man's stay on earth. Once a scientific fact is 
established and made known, however, there may be selfish men 
who strive to apply it in a destructive way. Take the airplane for 
example. For thousands of years men have watched the birds fly¬ 
ing through the air—and have hoped that they might do likewise. 
Today the horse with wings and the magic carpet in the form of 
the airplane are a reality. But, instead of using the plane only to 
better and enrich our life, we may use it also to kill and destroy. 
Are we going to do the same thing with atomic energy? That is 
the question we face. 

QUESTIONS 

1. What are the basic causes of war? 

2. What is meant by international relations? 

3. Define sovereignty, nationalism, imperialism, pacifist, war¬ 
monger, war profiteer. 
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4. When did nationalism as we now know it originate? 

5. Explain how nationalism has been in part responsible for many 
European wars. 

6. Why did Germany attack Poland in 1939? 

7. Is trade between nations more important to international rela¬ 
tions today than it was two hundred years ago? Discuss. 

8. What part does the tariff play in international relations? 

9. What are communism, socialism, fascism, nazism? 

10. List the chief causes of World War II. 

11. What are several of the accepted principles of international law? 

12. Does international law outlaw war? Explain. 

13. List in order of rank the diplomatic officials of the United 
States. Describe briefly the duties of each. 

14. Describe the Congress of Vienna (1815), the Hague Peace Con¬ 
ferences (1899 and 1907), the Permanent Court of Arbitration, 
the Kellogg-Briand Pact. 

15. What was George Washington’s advice to his countrymen re¬ 
garding the future foreign policy of the United States? 

16. Why is it more difficult to maintain a policy of isolation today 
than it was when George Washington was President? 

17. What are the provisions of the Monroe Doctrine? 

18. How has the Good Neighbor policy toward South America 
affected this doctrine? 

19. Why have we traditionally been friendly to England and 
France? 

20. How can each of us help to keep the world at peace? 

21. Describe the organization of the United Nations as adopted at 
San Francisco. 

22. Explain the veto power of the Security Council of the United 
Nations. 

23. What are the arguments for and against international control of 
atomic energy? 
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FOR FURTHER STUDY 

A. Suggested topics for reports: 

1. The Foreign Policy of the United States in Latin America 

2. The Hague Tribunal and World Peace 

3. The Balkan Wars of 1912-1913 

4. Pan-Slavism 

5. Pan-Germanism 

6. The Problem of Minority Groups in the United States 

7. Psychological Warfare 

8. The Atomic Bomb and World Peace 

9. The Munich Pact 

10. The Hull Reciprocal Trade Program 

11. European Races and Nationalities 

12. International Cartels 

B. Other activities: 

Prepare brief biographical sketches of the following: Franklin D. 
Roosevelt, Joseph Stalin, Winston Churchill, Chiang Kai-shek, Ma¬ 
hatma Gandhi, Clement Attlee. 
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Chapter 13 : MAKING 
DEMOCRACY WORK 

WHAT IS DEMOCRACY? 

The meaning of democracy is nowhere better expressed than in 
Lincoln’s words at Gettysburg. He spoke of democracy as govern¬ 
ment “of the people, bv the people, and for the people.” By the 
people he meant not a select few, but all. 

The meaning of democracy was also stated by Thomas Jefferson 
when he wrote in the Declaration of Independence: 

We hold these truths to be self-evident, that all men are created 
equal, that they are endowed by their Creator with certain unalien¬ 
able Rights, that among these are Life, Liberty and the pursuit of 
Happiness—that to secure these rights. Governments are instituted 
among Men, deriving their just powers from the consent of the 
governed. . . . 

The preamble of our Constitution also suggests the meaning of 
democracy: 

We the People of the United States, in Order to form a more per¬ 
fect Union, establish Justice, insure domestic Tranquillity, provide for 
the common defence, promote the general Welfare, and secure the 
Blessings of Liberty to ourselves and our Posterity, do ordain and 
establish this Constitution for the United States of America. 

Democracy cannot work well if only some of the people take an 
active interest in its operation while the rest merely hope that 
everything will turn out right. By its very nature democracy func¬ 
tions only when each individual member contributes his share, 
when everyone understands to the best of his ability the problems 
of the government and the nation. Each of us has the duty to in¬ 
form himself as thoroughly as possible about public problems and 
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The signing of the Declaration of Independence The American colo¬ 
nists objected to taxation without representation. 


issues. Then he must go to the polls at election time and vote ac¬ 
cording to his own best judgment. 

Apathy, or lack of concern, and ignorance are the greatest 
enemies of democracy. When they are in the saddle, the unscru¬ 
pulous and selfish politician can do what he wants. The vote is the 
instrument by which the people of a democracy are able to con¬ 
trol the policies and actions of government. Unfortunately, too 
many people fail to see its importance. They fail to vote or fail to 
make the effort to inform themselves so that they may vote wisely 
upon candidates and issues. 

In 1776 the people of this country revolted against England. 
One of their reasons for revolt was that they objected to taxation 
without representation. They did not object, necessarily, to pay¬ 
ing taxes. They disliked having taxes imposed upon them without 
having anything to say about how the taxes should be levied or 
how the money should be spent. They fought a bitter war and 
suffered at Valley Forge for a principle. That principle is the basic 
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democratic one that people have the right to determine for them¬ 
selves the government and the laws under which they live. 

THE GROWTH OF DEMOCRATIC GOVERNMENT 

In our study of the development of various human institutions 
we have found that they are, almost without exception, the prod¬ 
ucts of slow, evolutionary growth. Family life as we know it today, 
for instance, came into being because it was gradually found to be 
more sound, economically and socially, for the man to be the 
breadwinner and the woman to raise and care for the young. 

Similarly, government came into existence because man slowly 
learned that it is economically and socially desirable to have some 
means by which the actions of people can be regulated. He had 
discovered that however well the law of “might is right” worked 
in the jungle, it was not for him. He discovered that in order for 
him to be able to raise a family, to go peacefully about getting a 
living, and to be able to protect himself, his family, and his prop¬ 
erty, some superior regulating authority was necessary. 

If we study the various types of government that have existed 
in the past or that exist today, we find a basic difference among 
them. They differ in the degree of power they derive from the peo¬ 
ple whom they govern. Dictatorship in any of its forms is the ex¬ 
treme case of a government in which the people have no legal 
power. Democracy is at the opposite extreme because in a democ¬ 
racy at its best all the people share all the power. 

Early Government. Among early peoples, governments were 
concerned with caring for only the most urgent needs, such as 
protection of life and property against disorder from within and 
against attacks from without. These governments were usually 
tribal in nature. The governing body usually consisted of the pa¬ 
triarchs or elders who were thought to be related by blood to the 
entire tribe. Some of the laws by which the tribe was governed 
were made by these elders, but many often were the result of cus¬ 
tom. The laws that were based on custom and tradition were as 
binding as those made by the rulers of the tribe. 

As man accumulated more experience and as society became 
more complex, the simpler forms of government no longer met 
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changing needs. The tribal form of government worked well in a 
pastoral or agricultural economy where each man produced every¬ 
thing for his own immediate needs and where community under¬ 
takings were few and small in scope. But times changed. Clans 
developed into tribes, and tribes developed into nations through 
conquests and other forms of expansion. Simple pastoral and agri¬ 
cultural civilizations changed into more advanced agricultural and 
industrial ones. At the same time governments also changed. They 
became more intricate and complex. They did not always look 
after the needs of the people, however, and often lagged behind 
economic and social changes. 

It has been mentioned that early forms of government were 
more often dictatorships than democracies. This seems natural 
when we consider the way in which government developed as 
tribes gradually expanded into nations. Since the main purpose of 
early governments was to prevent disorder and attacks they ex¬ 
isted primarily to use force. The individuals who controlled this 
force were able to use it to keep themselves in authority if their 
authority were ever challenged. It is no wonder, then, that early 
government was usually of the dictatorship variety. It was natural 
for the people to look to the strongest among them to provide this 
protection. 

Religion is another factor that helps to explain why early govern¬ 
ments were autocratic. Primitive peoples were accustomed to at¬ 
tribute various natural events, such as storms and floods, to super¬ 
natural causes. Eacli tribe or clan had its god or gods to whom it 
prayed for help in all its dangers and undertakings. They relied 
upon the deities for protection from nature, for a plentiful food 
supply, imd for success in war. It was natural, therefore, that the 
religious leaders, who were believed to have influence with the 
gods, should assume great importance. They were able to influ¬ 
ence the rulers and even to become rulers. 

Early Attempts at Democratic Government. Democracy as we 
know it today is of recent origin. Yet its seeds were planted long 
ago. Primitive tribesmen overthrew leaders who did not give them 
the necessary protection. The prophets of the pre-Christian era 
called rulers to task before God for overworking and overtaxing 
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their subjects. Christ taught the dignity and equality and brother¬ 
hood of all men. The principles of democracy have been known 
for centuries, but they have been seriously applied to govern¬ 
ment only within relatively recent years. 

There was an attempt at democratic government among the 
ancient Greeks, notably in Athens. The Athenians had a pure or 
direct democracy, which was made possible both by the city’s 
small population and by its limited geographical area. In a pure 
democracy the voters meet periodically to adopt laws. Athenian 
justice was administered by a committee of citizens. Officers and 
military leaders were chosen by lot. They were selected for brief 
terms of office in order to lessen their chances to become dictators. 

The chief failing of Greek democracy was that it was limited to 
citizens. Citizenship was denied to the large number of people 
who were slaves and to those who were called foreigners because 
they were not born in Athens. In spite of the measures taken to 
prevent the possibility of autocratic rule, the Greek city-states 
eventually succumbed to dictatorship under tyrants. Some of the 
tyrants, like Clisthenes and Pericles of Athens, were to all intents 
and purposes benevolent. They were men who had in mind the 
best interests of the people. Others, however, were concerned 
mainly with the welfare of the large landowning classes or were 
interested in self-enrichment and power. 

Rivalry among the Greek cities, including Athens, Thebes, and 
Sparta, finally led to a series of wars among them. In time they 
became the victims of stronger outside military forces. 

Like Athens, early Rome developed an almost pure democracy. 
Its people passed upon all laws and elected officials and military 
leaders. But like Athens, Rome also fell under the rule of dictators. 
It expanded by military conquests until it became an empire with 
a supreme ruler at its head. Corruption and decay followed, pav¬ 
ing the way for invasion and conquest by the Germanic tribes of 
the North. 

Throughout the Dark Ages and Middle Ages democracy lay 
dormant. The form of democratic government was revived in sev¬ 
eral Italian city-states, such as Florence, Milan, and Genoa, but 
these governments were actually oligarchies—government in 
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which autocratic power was wielded by a few men. It was not 
until the approach of modem times that modem democracy be¬ 
gan to take form. This happened first in England in its early years 
as a nation. 

Even in England it took years for democratic government to 
come into being. Autocratic rule and divine right plagued the 
English in their early history. Through slow, evolutionary proc¬ 
esses, however, the powers of the representatives of the people 
gradually developed. Two revolutions, one of which resulted in 
the beheading of King Charles I in 1649 and the other in the flight 
from the country of his son, James II, in 1688, enabled Parliament 
to assume control of lawmaking in. England. 

Democracy Takes Root in American Soil. American democracy 
did not begin with the landing of the Pilgrims at Plymouth Rock. 
It did not begin with Patrick Henry’s words, “give me liberty, or 
give me death,” or with the Declaration of Independence and the 
Revolutionary War that followed. Many of the people who came 
to the New World did so to find a place where autocrats could not 
place restrictions upon their thoughts and actions. They were the 
forerunners of our democracy. 

In America conditions were particularly suitable to an experi¬ 
ment with government that recognized human rights more com¬ 
pletely than they had been recognized before. 

Protected by two oceans, the new land was removed from the 
political bickerings and jealousies of the nations of Europe. The 
people were, therefore, free to concentrate on domestic problems 
and on the development of the country’s rich natural resources. 
This freedom helped them to become self-reliant and self-suffi¬ 
cient. The government that they established after the long 
struggle for independence from England was the greatest experi¬ 
ment yet undertaken in any land. But our democracy was still in 
its infancy. 

Moreover, there were concrete events that assured the develop¬ 
ment of democracy on this continent. As early as 1620 the Pil¬ 
grims, still aboard the Mayflower, drew up a compact, or an 
agreement, pledging obedience to such “just and equal laws as 
shall be thought most meet and convenient for the general good 
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Pioneers in the New World, whether in the seacoast towns or the 
western wilderness, were free to concentrate on the development of 
the country s rich resources. 

of the colony.” This was the first instance of complete “self-deter¬ 
mination”—an attempt of people with similar ideals and goals to 
rule themselves. A year earlier the first representative assembly, 
made up of two citizens from each town in Virginia, was called 
together by the governor of that colony. Twenty years later the 
colonists of Connecticut drew up their Fundamental Orders, a 
document which is regarded as the first written constitution in 
American history. 

These events, all of which occurred before the signing of the 
Declaration of Independence, suggest that before that famous 
document of liberty was written the colonists were well on the 
way toward self-government. 

The English government looked upon the colonists as country 
folk who were somewhat inferior to the people at home. England 
failed to realize that years of separation from the mother country 
had caused the people of America to regard themselves as distinct 
and separate from the English. She failed to understand that the 
very ruggedness that she looked down upon was responsible for 
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the development of a spirit of self-reliance and independence 
among the Americans. 

The ruling classes of England, merchants, nobility, and land- 
owners, wanted to regulate the economic life of the colonies in a 
way that would result in economic advantages for themselves. 
The colonists naturally resented this. They associated the English 
ruling class with the king and, consequently, began to associate 
monarchy with oppression and dictatorship. This feeling was evi¬ 
dent in the troublesome relations that existed between many of 
the colonial governors who represented the king and the colonial 
legislatures that represented the people. 

Although the right to vote was denied to many persons for a 
variety of reasons, the colonial governments were democracies in 
form. Furthermore, each colony had a written charter that guar¬ 
anteed the people certain rights. In time the restrictions against 
suffrage were gradually removed, and as the colonial assemblies 
began to represent more and more of the people, the assemblies 
came to regard themselves as the only rightful lawmaking author¬ 
ities. Since many of the colonists were English in origin, they re¬ 
garded themselves also as heirs to those rights already attained in 
England. 

The writings and teachings of political theorists, people who 
studied the nature and purpose of government, were important 
in the development of democratic government during the colonial 
period. American thought was strongly stimulated by such writers 
as Locke, Voltaire, Rousseau, Jefferson, and Paine. These men 
looked upon government not as something superior to the people, 
but as a servant of the people—created by the people to look after 
their best interests. 

The almost unlimited opportunity for people to acquire land 
aided the growth of democracy. Resourceful and enterprising in¬ 
dividuals did not have to remain in a place where conditions were 
unfavorable to them. For many years following the founding of 
the United States such a person could always seek his fortune else¬ 
where by moving westward. An adventurous and pioneering spirit 
gave birth to new ideals that were basically democratic. 

People in the New World judged others not so much by old 
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class distinctions and prejudices as by what they were able to do. 
The test of a man’s quality was his ability to cope successfully 
with the dangers of the wilderness. In fighting Indians or hewing 
down trees, it was more important that one could shoot straight or 
wield an ax than that one’s ancestors were of noble blood. 

Broadening the Base of Democracy. Following the Revolution¬ 
ary War and the adoption of the Constitution, the United States 
began its career as a new and independent nation. The people 
were tired of war and wanted to settle down to a peaceful life, 
but they were not yet united. 

Many problems vexed the newborn nation. There were the op¬ 
posing agrarian interests and mercantile interests. The former 
wanted the new nation to be a land of farmers in which the peo¬ 
ple had complete control of the government. The other wanted 
a land of merchants in which the government would be controlled 
not by all the people, but by a few, by the “rich, the wellborn, and 
the able.” There were some men who believed in a strict and nar¬ 
row interpretation of the Constitution, while others believed in a 
broad and liberal interpretation of our fundamental law. Problems 
arose in connection with banks, tariff, territorial expansion, and 
slavery. There were sectional differences that finally led to the 
outbreak of the War between the States. 

That war has been described by some as a struggle over states’ 
rights as opposed to the centralization of power in the hands of 
the Federal government. It has been described as a war to pre¬ 
vent the South from leaving the Union. Some people saw it as a 
war fought to determine whether the Negro slave should be free. 
While it was all of these things, in its largest aspect the War be¬ 
tween the States was one that concerned all mankind. It was a 
trial to determine whether freedom and slavery could exist side 
by side. 

The conflict was more than a war. In its ultimate effects it con¬ 
stituted a revolution—a revolution in man’s treatment of man, and 
in the concept of democracy. It brought with it the beginning of 
a new economic system in the South. It liberated social and politi¬ 
cal forces that were to affect the United States for many years. In 
so far as the rest of the world was concerned, the freeing of slaves 
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gave a new meaning to freedom, brotherhood, and the rights of 
man. 

The war’s immediate effects were not all good. Freedom at first 
brought hardship to the Negroes. They were uneducated and un¬ 
trained for the free life that was suddenly thrust upon them. They 
were not adequately prepared for the liberties and responsibilities 
that went with citizenship. Whites sometimes conspired to mis¬ 
treat or otherwise take advantage of them. Nearly all of them 
needed help and guidance. 

At first the national unity that the war was supposed to have 
achieved had to be maintained at the point of a gun. For many 
years after the war, there was no actual unity. In some respects 
the South was as much separated from the North as before the 
war, and it had considerably more bitterness in its heart. Even 
today complete harmony is lacking. We still speak of the solid 
South as politically opposed to the North. The War between the 
States, it seems, did not altogether prevent the division of the 
house against itself that Lincoln and others had warned against. 
This was true at least for many years following the last gunfire. 

Wars always leave scars of bitterness, but it was not only the 
war itself that left them in the South. Sherman’s march through 
Georgia caused such scars, but they probably were not so numer¬ 
ous nor so deep as some that were caused bv later events. Some 
things that happened after Lee’s surrender were far more harmful 
to national unity and intersectional good will than the war itself. 
The more serious bitterness was caused by the shortsightedness 
and vengefulness of the Northern peacemakers and by the activi¬ 
ties of war profiteers and political grafters on both sides. 

Democracy still had a long way to go. There were still people 
who were citizens in name only. Manhood suffrage had not been 
achieved. Senators were not elected by the people. The spoils sys¬ 
tem and “boss” politics were rampant in many parts of the coun¬ 
try. Lack of information about public problems and indifference 
to them—the greatest enemies of democracy—continued to exist. 

Leaders appeared, however, who sought to broaden democ¬ 
racy’s base by giving more people active representation in their 
government. They fought against the spoils system. They de- 
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Direct democracy was carried on through the town meetings of colo¬ 
nial New England. Such meetings are still held in some parts of the 
United States. 

nounced corruption in government. They waged war on igno¬ 
rance. They used the newspaper and the soapbox as well as the 
halls of Congress to make their demands heard. They organized 
new political parties and destroyed old ones. They struggled so 
vigorously for more democracy that the major parties often found 
it necessary to heed their demands. 

The years that separated the conflict of the states and World 
War II saw democracy gratifyingly expanded. The direct primary 
enabled the voters to nominate candidates for office. The initia¬ 
tive allowed them to secure the passage of laws that the local or 
state lawmakers failed to adopt. By use of the referendum, pro¬ 
posed laws could be rejected by popular vote. The recall provided 
a means by which voters could remove unsatisfactory officers from 
office. The adoption of the commission and city-manager plans of 
city government stmek a blow at machine politics in many cities. 

The burden of supporting the government was spread over an 
increased number of people by the Sixteenth Amendment, which 
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permitted the Federal government to tax personal and business 
incomes. Public control of the Federal government was tightened 
by the Seventeenth Amendment, which provided for the popular 
election of United States Senators. The Nineteenth Amendment 
granted women equal voting rights with men. 

The depression of the 1930’s revealed the continued need to 
broaden the economic and, hence, the social aspects of democ¬ 
racy. The philosophy of the “common man” focused the attention 
of the nation upon basic underlying economic and social prob¬ 
lems that were distinctly the products of the industrial age. It ap¬ 
peared that of all domestic problems, these most needed attention 
and would be most likely to receive it in the coming years. 

THE MACHINERY OF OUR DEMOCRACY 

Democracy can exist in two forms. In its pure or direct form all 
citizens take part directly in making the laws. It was in this form 
that democracy existed in the city-states of ancient Greece and in 
the New England towns during colonial days. Pure democracy 
obviously cannot be made to work effectively where the popula¬ 
tion of a country is so large that it is physically impossible for all 
the people to meet in one place to make their laws. 

Under these conditions in which pure democracy cannot func¬ 
tion, indirect or representative democracy serves the same pur¬ 
pose. In the United States and other modem democracies where 
this form of government is used, the people do not meet to frame 
and vote on their laws. This duty is assigned to elected represent¬ 
atives who adopt legislation that presumably represents the will 
of the majority of the voters. 

Obviously, representative democracy can serve the people well 
only when the people make it their business to be well informed 
and when they take an active interest in choosing honest and ca¬ 
pable representatives who make advancement of the country their 
main objective. 

In order to be sufficiently well informed to take an intelligent, 
active interest in public affairs, we must have a thorough under¬ 
standing of the complex machinery that has grown up with our 
form of government. We must understand how this machinery 
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can be used for the good of everyone or misused for the good of 
only a few. 

The machinery of American government is of two kinds. There 
is constitutional machinery that is described in the Constitution 
and in the laws of the country. There is also the extraconstitu¬ 
tional machinery which has grown out of customs and practices not 
specifically provided for in the Constitution but which, neverthe¬ 
less, exerts a strong influence on our way of life. 

The Constitutional Machinery. Our nation consists of a group 
of states that are united by the Constitution under a central na¬ 
tional government. The Constitution grants to the central govern¬ 
ment certain powers. Among them are the authority to make trea¬ 
ties, wage war, coin money, and regulate interstate commerce. 
These powers concern the nation as a whole; others of more local 
interest are reserved to the governments of the individual states. 

A government in which authority is divided between subdivi¬ 
sions of a nation (our states) and the central government is a fed¬ 
eral form of government. Although our entire plan of government 
is actually federal, we usually use the term to refer to our central, 
national government as distinguished from our state governments. 
From time to time, through the process of amendment, for which 
provision is made in the Constitution, certain powers are added 
to or taken away from either the Federal or the state governments. 
On the whole the tendency has been to increase Federal powers 
at the expense of the powers of the states. 

The legal machinery of the Federal government consists of 
three distinct branches. They are a legislative, or lawmaking 
branch composed of the House of Representatives and the Senate; 
an executive branch, consisting of the President and his cabinet; 
and a judicial branch, at the head of which is the Supreme Court. 
Although the members of Congress, the President, his cabinet, 
and the members of the Supreme Court are chosen in different 
ways, they are all responsible, directly or indirectly, to the voting 
public. 

The description given above suggests only the barest skeleton 
of our governmental machinery. There is much more to it. The 
operation of the government of a nation as large as the United 
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77ie House of Representatives, a part of the legislative branch of our 
government, consists of lawmakers who represent the people of the 
nation. 

States is a task that requires the efforts of more than the members 
of the three branches of government. We are not concerned here, 
however, with the millions of Federal job holders whose work is 
essential to the well-being of our country. We are concerned, in¬ 
stead, with those people in our government who determine its 
policies. Among these are the President, Vice-President, Cabinet, 
Congress, and the Supreme Court. There are also the various ex¬ 
ecutive and legislative commissions, such as the Civil Service 
Commission, the Federal Communications Commission, and the 
lower Federal courts. 

Alert citizens need to know how well this set of machinery works. 
They need to consider the kind of laws that Congress makes, how 
well the President furnishes leadership, how well he and his Cabi¬ 
net carry out the laws of Congress, and how well the various com¬ 
missions and courts perform their duties. Whether our govern¬ 
ment functions satisfactorily depends upon how well the voters 
select the principal government officials. 
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The Supreme Court of the United States stands at the head of the 
judicial branch of our government. 

The national government represents only part of the picture. 
Public welfare is also affected by the kind of officer we select to 
run our state and local branches of government. Too many voters 
make the serious mistake of regarding only the Federal govern¬ 
ment as important. The nature of our police and fire protection 
services, the kind of water we drink, the appearance and condi¬ 
tion of our streets and highways, the quality of our schools, the 
amount of taxes we pay to support these services—all these and 
many more of our day-to-day interests are determined by our 
state and local governments. The caliber of the officials of these 
governments is as important as that of our Federal officials. 

Democratic government is controlled by public opinion, and 
public opinion is most effectively expressed by means of the bal¬ 
lot. Let us then examine the machinery by which the voter exerts 
his influence upon government. This machinery is extraconstitu¬ 
tional. It has grown up through custom and tradition. 

Political Parties. We have in this country two principal political 
parties—the Democrats and the Republicans. There are also a 
number of smaller political parties, such as the Socialists, the 
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Farmer-Laborites, and others. If we review our history, we will 
notice that there have been, from time to time, numerous other 
political parties. The most prominent of these were the Federal¬ 
ists, Antifederalists, Democratic-Republicans, Whigs, Free-Soilers, 
Populists, Prohibitionists, and Progressive Republicans. Each 
party stood for certain principles. Thus, the Federalists, the first 
political party in our history, believed that the newly formed gov¬ 
ernment of the United States should be strong, with powers broad 
enough to enable it to enforce the laws it would make. The Anti¬ 
federalists, on the other hand, had an opposite belief. They 
wanted a weak central government under which the individual 
state governments would hold the most important powers. The 
Free-Soilers opposed the extension of slavery into the West; the 
Prohibitionists favored a Federal ban on the sale of liquors; the 
Populists stood for greater control of business by government. 

In a country as large as ours, with the numerous problems and 
issues that continuously confront the people, we cannot organize 
a separate political party to stand for a particular solution for each 
separate issue. As a matter of fact, we don’t need to do so, for if 
we examine our various public problems, we find that they group 
themselves around certain fundamental principles. 

Our political parties, then, differ from each other according to 
their views concerning principles and specific issues. With this 
thought in mind, we can now define a political party. Briefly, it is 
an organization whose members, in varying degrees, believe in 
certain principles of government. In order to put their principles 
into operation, political parties attempt to secure control of the 
government. The Federalists and Antifederalists, who differed 
over the extent of the authority to be granted to the central gov¬ 
ernment, are examples of political parties formed by two groups 
of voters who believed in different principles. 

Party Machinery. The terms Federalists and Antifcderalists 
were not used until years after the two parties were formed. 
Neither group was conscious of being an organized political party 
in the sense we know parties today. Each was merely a group of 
people who had similar opinions concerning the power to be al¬ 
lowed the central government. But it was natural for men like 
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Alexander Hamilton and Thomas Jefferson to try to win support¬ 
ers of their points of view and to try to gain control of the govern¬ 
ment in order to put their philosophies into operation. 

In selecting people to fill the numerous offices of the Federal 
government, it was quite natural for the President to choose men 
of the party to which he belonged. By doing so he helped to make 
sure that his policies, which were the policies of his party, would 
be carried out faithfully. Later this practice was used even more 
extensively as a means of rewarding those individuals who had 
helped the party to win the election. 

As the country passed through various stages of development, 
government by party became more and more firmly established. 
At times old parties went out of existence and the new ones that 
we have mentioned were formed. At times parties split over cer¬ 
tain issues, as when the Democratic party divided over the slavery 
question. Since the War between the States, however, the Repub¬ 
licans and the Democrats have remained more or less intact. Each 
party has undergone considerable change in its beliefs and has 
lost or gained membership from time to time, yet each is naturally 
still interested in winning elections and gaining control of the 
government. Both parties are influenced by the beliefs of their 
leaders concerning economic, political, and international prob¬ 
lems. The two parties have the same kind of organization except 
for minor differences. What is the nature of this organization? Let 
us examine it in some detail. 

The National Committee. At the head of each party is the na¬ 
tional committee. It is composed of one man and one woman from 
each state and territory who may be chosen directly by all the vot¬ 
ing members of the party at primary elections, by state conven¬ 
tions, or by state committees. 

At the head of the national committee is a chairman who acts 
as general campaign manager and spokesman for the party. Some 
of the actual duties performed by the national committee con¬ 
sist of preparing the party platform, which is the written state¬ 
ment of the issues and policies advocated by the party; recom¬ 
mending candidates for the presidency and vice-presidency to be 
nominated at the national convention; and suggesting to the Pres- 
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At the left, the National Committee of the Republicans plan for the 
National Convention. At the right, delegates to a national convention 
listen to a speaker as he nominates their party’s presidential candidate. 


ident (if their candidate is elected) persons to be appointed to 
the Cabinet, the courts, and the various commissions. 

The State and Local Committees. Next in line of organization is 
the state committee for each state. Its duties are to plan and con¬ 
duct campaigns within its own state for the election of national 
and state offices. 

Local committees for counties, cities, towns, and other local 
divisions are organized in a similar manner. The members of these 
groups are usually the ward or district leaders of their communi¬ 
ties. The local committees ordinarily are supervised closely by the 
state committee and take orders from it when state and national 
elections are involved. 

Since the actual voting takes place in the counties, cities, and 
towns, the real job of winning the election falls upon the local 
committees. The chairman of the committee, frequently referred 
to as the party boss, wields a great deal of power and often con¬ 
trols the selection of candidates for the various local offices. 

The Ward Leaders. The ward or district leader heads the politi¬ 
cal party in the voting district of which he is in charge. His job is 
to organize the individual party workers and see to it that they do 
a good job in “getting out the vote.” Besides being a member of 
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the city or town committee, the ward or district leader, when his 
party is in power, frequently holds a position on the public pay 
roll. He ordinarily controls the distribution of less important pub¬ 
lic jobs to worthy party members. 

The Committeemen. At the very bottom of the party organiza¬ 
tion are the division committeemen or committeewomen. They 
are the persons who ring your doorbell and urge you to go to the 
polls and vote. It is they whom people approach when they want 
some political favor, such as the arrangement of bail or the 
“squashing” of a traffic ticket. 

Students of government have emphasized the importance of the 
committeeman. It is through him that the voter forms a contact 
with the entire superstructure of party organization. He becomes 
the voters’ spokesman in party matters. The* party can be no bet¬ 
ter than the committeemen and committeewomen upon whom it 
is based. 

The National Convention. Every fourth year the national con¬ 
vention of each party meets to select its presidential and vice- 
presidential candidates and to draw up the party platform for that 
year’s election. 

The delegates who make up the convention represent each 
state and territory and the District of Columbia. They are chosen 
at primary elections or are selected by the state committees of the 
various states. The convention ordinarily selects for its meeting 
place a city that occupies a strong, strategic political position al¬ 
though the amount of money offered by the city to the party cam¬ 
paign fund may help to determine its selection. 

Primary Elections. The primary election is the means by which 
the members of each party select the candidates below the Presi¬ 
dent and Vice-President whose names are to appear on the ballot 
in the general election. It is a nominating device placed in the 
hands of the people instead of in the hands of the party leaders. 
In practice, however, the party politicians are still usually able to 
influence the outcome of the primary election, for in most states 
only members of the party are permitted to vote in the primary. 
In practice, also, a small percentage, sometimes less than one-half 
of the registered voters, bothers to vote in the primary. This is be- 
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A candidate for election to Congress campaigns for election. 

cause in most cases the voter is unfamiliar with the people who 
are seeking nomination. 

Voters are frequently given the impression that choosing can¬ 
didates in primalv elections isn’t important. They are told that it 
is the general election that really counts. The voter docs not stop 
to consider that in general elections he must make his choice of 
officers from candidates who have been selected in the primaries. 
If he neglects to cast his ballot in the primary election, he loses 
his opportunity to help determine the kind of candidate for whom 
he may vote in the general election. 

Primary elections are conducted in one of two ways. The open 
primary permits the individual to vote in the primary election of 
the party he chooses regardless of his party affiliation. The closed 
primary permits the voter to take part only in the primary of the 
party with which he has officially declared himself to be affiliated. 

The Value of Government by Parties. Although there is no men¬ 
tion of political parties in the Constitution, they seem to be here 
to stay. The party has become an American institution. The 
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growth of political parties was a natural development. In theory 
and in practice they can and do serve a useful purpose. They pro¬ 
vide the necessary machinery for elections of government officials. 
They provide a method of choosing candidates. They crystallize 
issues and help to determine platforms upon which the voters can 
indicate their preference. The party out of power acts as a critic 
of the party in power. This criticism may help to prevent ineffi¬ 
cient government. 

A political party may tend to perpetuate itself in office and 
may not always work for the benefit of the country as a whole. 
Consequently, it is the more necessary for each individual voter 
to be conscious of his responsibility as a citizen. He must realize 
that through his vote he can control his committeeman, his ward 
leader, and all the rest of the party machinery. Frequently, a per¬ 
son will ask, “What does my one vote count?” One vote may not 
seem to amount to much in the whole Federal or state election, 
but it counts in each division where frequently the difference in 
the votes of the two parties is very small. Furthermore, when 
multiplied by the number of all individuals who think that their 
votes do not count, it runs into millions. 

ELECTIONS AND DEMOCRACY 

The Voter’s Choice. Our democracy and its political machinery 
have resulted from a slow evolutionary development. We know 
that for almost two hundred years our form of government has 
been reasonably successful in living up to the expectations of 
democratic, freedom-loving people. From thirteen small insignifi¬ 
cant colonies we have expanded into a powerful nation of forty- 
eight states. We have developed our natural resources and built 
up our industries until we have become the richest country in the 
world. 

Our average standard of living is higher than that of any other 
country. Our people, on an average, are the best educated and the 
freest. Yet we still have gains to make. Part of our population still 
fives in slums. Some of our people are undernourished and ill-clad. 
We are subject to periods of depression and mass unemployment. 
Some of our adult citizens are still denied the vote. And equally 
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important, we still have people who have the right to vote but 
who ignore that privilege and duty or perform it carelessly. We 
still have in some areas, particularly in some large cities, political 
machines that control local government in the interest of certain 
groups instead of in the best interest of all the people. Political 
machines could not exert such influence if the voter did not 
blindly permit it. 

Who Is the Voter? In the United States the right to vote is de¬ 
termined by the state government. The state is limited only by the 
constitutional provisions that no state shall deprive a citizen of the 
right to vote because of race, color, creed, or sex. Any qualifica¬ 
tion or limitation for voters set up by any state must apply equally 
to all citizens. If a state passes a law requiring one to be at least 
twenty-one years of age in order to be eligible to vote, that law 
applies to all voters. If a state imposes a poll tax, it must be paid 
by all citizens who vote. Why should a state set up any qualifica¬ 
tions or limitations? Why, for example, should a person have 
reached a certain age before he is allowed to vote? 

Here we must go back again to consider the conditions under 
which a democratic government can function efficiently. The most 
important one is that for democratic government to operate well 
its citizens must be intelligent, mature, and capable of fulfilling 
the responsibility of citizenship. Obviously, a child of five or ten 
doesn’t have the maturity that will enable him to decide upon the 
various issues that confront a country at any particular time. 
Thus, the first necessary qualification for voting is a mature intelli¬ 
gence. Up to this time age has been considered the best all around 
measure of this quality. It is assumed, in most of our states, that 
when a person has reached the age of twenty-one, he has acquired 
a maturity that will qualify him to vote. Some of us may question 
this. Undoubtedly, there are persons under twenty-one who may 
be better qualified to vote than some persons over twenty-one. 
During World War II young people used the slogan, “If we are 
old enough to fight, we are old enough to vote,” as an argument 
for lowering the voting age. Two states, Georgia and South Caro¬ 
lina, have lowered the voting age to eighteen. The question of 
the best age is a matter for future discussion. But, undoubtedly, 
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some age must be fixed below which a person shall not be entitled 
to vote. 

Whether other qualifications should be required is debatable 
also. In the past, ownership of property was used as a qualifica¬ 
tion for voting. Property qualifications, however, have been aban¬ 
doned because they have favored the well to do at the expense of 
the poor. In the past the poll tax has also been used as a qualifica¬ 
tion. (It is still used in some states today.) But here also, the gen¬ 
eral feeling is that such a tax is used more as a means of barring 
the poor from voting than as a measure of measuring fitness or 
competency. The suggestion has been made that certain educa¬ 
tional achievement, to be measured by the number of years of 
schooling or by special tests, be required as a qualification for vot¬ 
ing. The difficulty of constructing such tests and the possibility of 
their abuse is given as an objection to this proposal. Furthermore, it 
is not necessarily true in all cases that a person with a given number 
of years of formal schooling is more mature and thus better fitted 
to exercise the right to vote than someone with less formal edu¬ 
cation. 

There are other restrictions placed upon the ballot. Persons in 
institutions for the feebleminded and those serving prison sen¬ 
tences are denied the right to vote in all states. In addition, most 
states require a citizen to have resided in the state a year or more 
and in the county and precinct at least a month before he is per¬ 
mitted to vote. 

The Ballot. One of the obstacles to intelligent voting, particu¬ 
larly in state and local elections, is the large number of offices to 
be filled. They arc frequently so numerous that the average voter 
cannot possibly be familiar with all the candidates. Many people 
in casting their ballots, therefore, vote a “straight ticket.” They 
vote for all candidates whose names appear on the ballot of one 
or other of the major parties. The individual voter participates, 
however, in the election of but a few Federal officials. These are 
the President and Vice-President, two Senators, and usually one 
Representative. Nominees for these offices are usually individuals 
of some note and are, therefore, to some extent known to the voter. 

In state or local elections the situation is much more compli- 
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cated. Besides having to vote for the governor and lieutenant- 
governor, and state senators and representatives, the voter in some 
states has to make up his mind about candidates for such offices 
as state secretary of state, state treasurer, state auditor, state attor¬ 
ney general, members of the state supreme court, members of 
lower courts, magistrates, mayors, councilmen, and so on. No won¬ 
der he becomes confused. He probably knows little about most of 
the men who run for these positions. It has been proposed, there¬ 
fore, to simplify the ballot so that the voter is required to express 
his choice only for candidates for the chief executive offices (gov¬ 
ernor and mayor) and the lawmakers. Under such a system the 
executive then appoints the less important officials. Several ad¬ 
vantages are claimed for such a method of filling public office. 

The voter would more easily make wise choices of officers since 
he would need to be informed about fewer candidates. Respon¬ 
sibility for the work done would be placed squarely upon officers 
elected directly by the people. Appointment of non-policy-making 
officials would be removed from politics since executives would be 
inclined to appoint men and women for their competence instead 
of their vote-getting ability. 

Civil Service and Patronage. To operate the various agencies of 
the national, state, and local governments requires the services of 
millions of people. We have seen that for the government to work 
most efficiently it is probably best that the voters elect only a few 
key officials, the actual lawmakers and the top executives. The 
method of selecting the other officials of the government, such as 
judges, office workers, firemen, postmen, teachers, and public doc¬ 
tors and nurses, is equally important. 

Throughout a number of decades of our history, public officers 
were selected according to the theory that “to the victor (in an 
election) belong the spoils.” Under the spoils system, a system of 
political patronage, men and women were selected for various 
government jobs not because of their ability, but because they 
were members of the winning political party and had contributed 
to its victory. The spoils system persists today to some extent, usu¬ 
ally in state and local government. It results all too frequently in 
inefficiency in office, a costly thing to the taxpayer. 
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The spoils system has many disadvantages. An officeholder 
chosen for political reasons always has a sense of insecurity, since 
he may lose his job if another party gains control of the govern¬ 
ment. The periodic turnover in jobs following elections is a waste 
of money, for it requires the training of new officials for routine 
duties. As the system operates, the individual government worker 
is frequently subject to the will of the political boss. He may be 
required to turn over to the political party a part of his salary as a 
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“contribution” to political campaigns. It is estimated that about 
60 per cent of all state offices and an even higher percentage of 
local government jobs are filled by the use of the spoils system in¬ 
stead of by appointment for merit. 

As a substitute for the spoils system, the civil service program 
or merit system is used by the Federal government and some 
states and local communities. Under the merit system applicants 
for employment in government positions must meet certain qual¬ 
ifications of education and of experience determined by an im¬ 
partial commission. In addition they are usually required to take 
examinations. Positions are filled from among those who are best 
qualified by education and experience and who make the best 
marks in the written or oral examinations. 

The Federal civil service system is administered by the United 
States Civil Service Commission, which was created in 1883. Simi¬ 
lar civil service commissions operate in state and local communi¬ 
ties where the merit system has been adopted. 

We have made considerable progress, however, in perfecting 
the merit system and extending its use during the last four or five 
decades. The appointment of honest and qualified persons to the 
civil service commissions is probably one of the best guarantees of 
fair and honest operation of the system. 

RACE, NATIONALITY, RELIGION, AND DEMOCRACY 

Despite the American ideal of equality, we have not been free 
from racial, nationality, and religious prejudices in our country. 
A few years ago it appeared that those problems were gradually 
being resolved in a peaceful manner, however. Many people 
hoped that in World War II, in which democracy was an issue, 
some of our own internal antagonisms would come to an end, never 
to be revived. 

In some instances, however, tensions increased. It seemed that 
the social and religious hatreds stirred up by the European dic¬ 
tators had spread to our country even though we were engaged 
in opposing those same dictators with force. In parts of the coun¬ 
try armed clashes took place. There was a riot between Negro and 
white workers in Detroit, for example. There were anti-Semitic 
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attacks in New York, Boston, and Chicago. There were the so- 
called “zoot-suit” clashes with Mexicans in Los Angeles and at¬ 
tacks upon American-born Japanese on the West Coast. 

At the same time, fortunately, there were forces working for 
better relations among our diverse races, nationalities, and reli¬ 
gions. In Springfield, Massachusetts, the so-called “Springfield 
Plan,” designed to promote better intergroup understanding, was 
introduced in the schools. Other school systems also attacked the 
problem, in some instances through a program sponsored by the 
National Conference of Christians and Jews and the American 
Council on Education. Various civic groups were organized. By 
pamphlets, radio addresses, public meetings, and other devices, 
these agencies appealed for better relations among our citizens. 

The problems that exist as a result of our racial, nationality, and 
religious differences are serious ones. They weaken our national 
unity. We might ask ourselves: Why should they exist at all? Why 
should there be hatred, jealousy, and suspicion between two men 
because of differences of skin color, nationality or religion? Are 
the reasons to be found in human nature? Is a child of one race, 
nationality, or religion born with a hatred for a child of another 
group? We know that the answer is no. We are not bom with 
hatreds, but hatreds can be developed and fostered. Is a child of 
one race, nationality, or religion born with a feeling of superiority 
over a child of another group? We know the answer is no. But 
that feeling can be developed. Whence come group suspicions, 
jealousies, and hatreds? 

Science doesn’t offer any complete explanation as to how these 
differences arose, but scientists believe that climate and diet and 
natural selection had much to do with it. 

Race. There is confusion in the minds of many people as to 
what is meant by race. Indeed, the term has been so often applied 
to groups of people according to their geographical location, na¬ 
tionality, language, or religion that it loses much of its meaning. 

Although there is little agreement even among scientists as to 
what race is, they frequently classify people into three racial 
groups according to physical characteristics. They recognize the 
Caucasian or white race, found mostly in Europe, the Near East, 
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India, and the Americas. The Mongoloid or yellow-brown race is 
found largely in eastern Asia. The Negroid race predominates in 
Africa. 

Within each race are subdivisions. For example, among Cauca¬ 
sians we find physical appearance varying from the fair-skinned, 
blue-eyed, tall people common to parts of northern Europe to the 
dark-complexioned, slender, short inhabitants of southern Europe. 
Most people are not extreme examples of the physical character¬ 
istics of race, but show various mixtures of these characteristics. 

Outside of some few isolated areas of the earth, people are not 
of pure racial stock. They represent the merging of various groups 
that has gone on through the ages. 

While average members of the various social groups may differ 
from each other physically and in background, scientists say that 
two members of a given racial stock may differ more markedly 
than two average members of separate racial stock. 

All the races have produced people of outstanding ability and 
accomplishment. Each race has made its contributions to our gen¬ 
eral civilization. Scientists have found no basis for a conclusion 
that one race is superior to or inferior to another. 

Nationality. One’s nationality is determined by the nation to 
which he belongs. In almost any nation wide physical differ¬ 
ences among the inhabitants can be seen. A common history, cus¬ 
tom, language, general background (and sometimes religion) 
bind a group of people into a nationality. Various nations may de¬ 
rive from their backgrounds their own peculiar cultural traits. 
They may dress in a certain way. They may use foods that are 
common to them but that are regarded as foreign dishes else¬ 
where. Their music may be different. Nevertheless, when people 
of one nationality go to live in another nation, they will usually 
adopt the customs of that nation. Ordinarily, it is only when they 
are not received with welcome or when they are economically or 
in some other way restricted that they tend to keep to themselves 
and cling to the customs of their own nation to the exclusion of 
those of their adopted land. 

The various nationality groups have produced great men and 
have contributed to modem civilization. As in the case of race, so 
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in nationality: Science finds no basis for any claim of superiority 
or feeling of inferiority on the part of any nationality. 

Religion. Because people in various parts of the world have, 
historically, developed religions peculiar to themselves, we some¬ 
times confuse religion with race or nationality. There are many re¬ 
ligious sects in India, China, and the countries of the Near East. 
In our own country there is a wide variety of religious belief. A 
Mongoloid may be of any religion. To know that a person is a 
Frenchman does not necessarily tell you anything about his reli¬ 
gious belief. To sav that an individual is a Jew does not tell you 
his nationality. It merely tells you that he practices the Jewish re¬ 
ligion. He may belong to any race or any nationality. 

Like races and nationalities, however, all religions have pro¬ 
duced their leaders and have made their contributions to society. 

At the very basis of all group conflicts lie, first of all, clashes of 
interest—the struggle for existence. When that occurs between 
races or nationalities over a period of years, the feeling often de¬ 
velops that the conflict is due to racial differences rather than eco¬ 
nomic causes. 

An example of this can be found in the history of our country 
regarding the attitude towards the Chinese frequently held by 
people who live on our West Coast. This attitude, as we know, did 
not grow out of any natural dislike for the Chinese but came 
about as a result of the fact that the Chinese, having been accus¬ 
tomed to a lower standard of living, were willing to work for 
lower wages and under poorer working conditions than those to 
which the white population was accustomed. As a result Chinese 
labor began to displace white labor. 

The reaction was natural. In the eyes of a worker losing his job, 
or forced to work at lower wages because of Chinese competition, 
the Oriental was to blame. And so, over a period of time, the 
spread of an anti-Chinese feeling on the West Coast was practi¬ 
cally unavoidable. Agitation by organized labor for checking 
Chinese immigration followed, and eventually the United States 
government passed the Chinese Exclusion Act, which prohibited 
the entry of Chinese laborers into this country. The friction be¬ 
tween Chinese and Americans has largely disappeared as a result 
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of the splendid cooperation between the two peoples during the 
course of World War II. 

If we look further at interracial, interreligious, and intemation- 
ality feelings of hostility, we must look beyond the economic fac¬ 
tor, although it may originally have been the main reason for their 
existence. Sociologists use the term prejudice to explain these 
anti feelings. Simply defined, prejudice is a prejudgment—an opin¬ 
ion formed before the facts are known. 

Prejudice may be shown by a person who forms a judgment or 
an opinion as the result of emotion instead of reason. Prejudice 
may be shown by people whose opinions are influenced by what 
others think rather than by what may be the facts of the case. 
The basis of most prejudices among groups is probably the feel¬ 
ing of fear or distrust or both that may have been aroused by iso¬ 
lated episodes between members of the groups. Some people have 
ill-feelings toward members of other groups because of a limited 
experience with members of those groups. A similar error is to 
attribute to an entire group the traits of one or a few members of 
the group. 

At one time, it was common practice for numerically superior 
religious groups to persecute smaller ones. With the growth of the 
spirit of democracy, religious persecution has been for the most 
part abandoned. The recent persecution of Jews and Catholics in 
Germany is an exception. Unfortunately, however, the prejudices 
that grew out of this religious persecution have not altogether 
disappeared. 

Sociologists have still another explanation for the persecution 
of minorities by majority groups. They use the term scapegoat to 
explain it. In ancient times, it was the practice among certain peo¬ 
ples to “cleanse” themselves of their sins and pacify their god or 
gods by selecting an animal and chasing it into the wilderness to 
be devoured by the beasts. The animal, they thought, bore away 
their sins. Since a goat was frequently used for this purpose, the 
word scapegoat came to be used symbolically for anyone upon 
whom blame was cast for the troubles visited upon any group. It 
is a human trait for us not to condemn ourselves but to blame 
someone else for any misfortune that we may have. It satisfies the 
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ego to be able to find a scapegoat upon whom we can vent our 
anger. Unfortunately, this search for a scapegoat applies to groups 
and nations. We must guard against this tendency if we are to live 
as intelligent and civilized people. 

The American Ideal. For years historians have referred to our 
country as the melting pot of the world. For over four hundred 
years, this land has received peoples of different racial and cul¬ 
tural backgrounds from all parts of the earth. All these people, 
differing in color, in religion, in language, in customs, and in tradi¬ 
tions, came here to seek a better life. They wanted liberty to wor¬ 
ship God as they saw fit or freedom to develop their abilities and 
talents. The United States of America is the result. 

It is true that we haven’t been altogether free from racial and 
nationality prejudices. We have always had social, economic, and 
political problems arising from the differences among our racial 
and nationality groups. But the country as a whole has prospered 
and continued to grow in spite of these differences and problems. 
Perhaps it has grown and prospered because of them. Perhaps the 
very greatness of our country is in part the result of the demo¬ 
cratic intermingling of the racial, religious, and national stocks 
that inhabit our land. At anv rate there is no room for prejudices 
and scapegoats in our democracy. We must continue to live for 
and uphold the ideals of the founders of our republic, the ideals of 
justice and equality of opportunity for all. 

EDUCATION 

Education in a Democracy. Education in some form has been 
used in all civilizations to train young persons for the duties and 
responsibilities that go with adulthood and citizenship and to 
safeguard existing social institutions. When we think of education 
today, we think of school buildings, classrooms, teachers, pupils, 
books, motion pictures, and many other things that are part of 
modern education. But the education of today is vastly different 
from that of primitive times or even a few decades ago. Among 
primitive peoples there was no formal schooling. Young people 
merely imitated, as part of their daily duties, what the elders did; 
or assisted them in activities connected with hunting, fishing, or 
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BETTMANN 


Public financial support of education was first made compulsory in 
Massachusetts in 1647. 

the making of weapons. As social life became more complex, the 
training of young people came to he regarded as a responsibility 
of society. 

From time to time different theories were put forth by social 
leaders regarding the function of education and how society could 
best organize its efforts toward fulfilling that function. Educa¬ 
tional philosophies always have reflected the conditions of the 
times. Since among all people there were at least two different 
classes, the working classes and the well to do, the programs of 
education were fitted to these two groups. The children of the 
poorer classes had little formal schooling. Their education con¬ 
sisted of some religious instruction received from their parents or 
from the church, and training for some occupation, usually the 
same as that of their parents. The children of the well to do were 
given a more formal education, which consisted of private instruc¬ 
tion in reading, writing, some arithmetic, and perhaps in music or 
other social graces. If the individual child was capable, and if the 
parents could afford it, perhaps he would go to a university and 
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A symbol of the liberty that the people of the United States strive to 
preserve. 


train to be a minister or a philosopher. Since, for the most part, 
the average citizen had little to do with the policies of his govern¬ 
ment, the education he thus received was adequate for the role 
he had to play in his community. 

In time, as the democratic ideal began to grow and as the 
changes brought by the industrial revolution made available more 
leisure for everyone, people became more conscious of the need 
for further learning. In our own country the importance of know¬ 
ing at least reading, writing, and a little arithmetic was recognized 
almost from the beginning of the colonial period. As early as 1647 
the colony of Massachusetts made it compulsory for each town of 
fifty families or more to support an elementary school. In time 
compulsory education for every child was extended from gram¬ 
mar school to high school. The need for this extension was based 
on the principle that it is for the good of society for every citizen 
to be well educated in order that he may assume his duties and 
responsibilities of citizenship with intelligence and understanding. 
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Education’s Challenge. In recent years all our schools have un¬ 
dergone many changes. The nature and content of the courses 
of study, particularly on the secondary school level, has been 
changed to meet the needs of our way of life. As a result new 
courses have been introduced to train young people in various 
occupations as well as to fit them for citizenship. 

How well our schools have performed this task has been the 
subject of much discussion. It is to be recognized, however, that 
the schools are not alone responsible for the final product because 
education takes place outside as well as in the classroom. An in¬ 
dividual's education is influenced by what he learns in the home, 
in the church, on the street, in the movies, in the newspapers, in 
magazines, over the radio, and from friends and playmates, as 
well as by what he learns at school. 

Education offers opportunities for both the advance and de¬ 
cline of our civilization. It can be made a tool either for good 
government or for bad government. It can be made to serve or to 
harm mankind. 

QUESTIONS 

1. What was Abraham Lincoln’s definition of democracy? 

2. Should a citizen qualified to vote be fined for not voting during 
an election? Explain your answer. 

3. Why is government necessary? 

4. Define: dictatorship, autocracy, oligarchy, democracy. 

5. What role did religion play in early forms of government? 

6. Why was this continent a suitable place for the development of 
democratic government? 

7. Name several political writers who contributed to the develop¬ 
ment of the American ideal of government. 

8. In what way did the War between the States further democracy 
in the United States? 

9. Define: pure democracy, representative democracy. Give ex¬ 
amples of each. 

10. What are the three branches of our Federal government? 
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11. Describe the provisions of the Constitution of the United States 
regarding voting, the selection of the President and Vice-Presi¬ 
dent of the United States, members of Congress, members of the 
Supreme Court, the members of the Presidents Cabinet. 

12. What political parties now exist in this country? 

13. Explain how political parties originated in the United States. 

14. What is a political party? 

15. In selecting members of the Cabinet why does the President 
usually choose members of his own political party? 

16. Describe briefly the duties and work of the following in connec¬ 
tion with parties: national committee, state committee, local 
committee, ward leader, committeeman, national convention. 

17. Define: primary election, general election, registration. 

18. Discuss the advantages and disadvantages of our two-party 
system. 

19. What persons are not permitted to vote in our country? 

20. What is meant by the short ballot? What are its advantages or 
disadvantages? 

21. Describe the initiative, referendum, and recall. 

22. Define: civil service, political patronage, the spoils system. 

23. What are the duties of the United States Civil Service Commis¬ 
sion? 

24. How would you go about obtaining a government job? 

25. What are the disadvantages of the spoils system? 

26. Define: minority group, majority group, prejudice, scapegoat. 
Give an example of each. 

27. Distinguish between racial differences and cultural differences. 

28. List some outstanding personalities of different races or national¬ 
ities in the fields of science, music, literature, and art. 

29. What is the function of education in a democracy? 

30. How can education be used to promote better government; bet¬ 
ter world relations; better race relations? 
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FOR FURTHER STUDY 

Suggested topics for reports: 

1. A Historical Sketch of Political Parties in the United States 

2. Party Government in Europe 

3. The City-manager Plan of Government 

4. The Tweed Ring—An Example of “Boss” Politics 

5. Arguments for and against Lowering the Voting Age to Eighteen 

6. The Contributions to American Ideals Made by One of the Fol¬ 
lowing: Patrick Henry, Samuel Adams, Thomas Jefferson, George 
Washington, Abraham Lincoln, Franklin D. Roosevelt 

7. The Constitution of Your State 

8. Simplifying the Ballot 

9. Political Patronage in Your City 

10. Organized Pressure Groups 

11. The Races of Mankind 

12. Negro Culture in the United States 

13. Education and World Peace 
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LIST OF VISUAL MATERIALS 


The following list of visual materials may be used to supplement 
some of the material in this book. This list, although subdivided 
by chapters, is comprehensive rather than selective. We suggest, 
therefore, that each film be previewed before use as some may 
contain information that is too advanced while others may con¬ 
tain information that is too elementary for your course. 

The films may be obtained from the producer or distributor 
listed with each title. (The addresses of producers and distribu¬ 
tors are given at the end of this list.) In many cases the films may 
be obtained from your local film library or local film distributor; 
also, many universities have large film libraries from which films 
may be borrowed. 

The running time (min) and whether the film is silent (si) or 
sound (sd) are listed with each title. All the motion pictures are 
16 mm. All those not listed as color (C) are black and white. 

CHAPTER 2. BIG BUSINESS AND LARGE-SCALE 
PRODUCTION 

Interdependence (Harvard 30min si). Shows interdependence 
of modern economic life on an individual, community, national, 
and international basis. 

Distributing Americas Goods (EBF llmin sd). Explains the 
role and cost of distribution as part of production. 

Three to Be Served (NAM 27min sd). Shows the problem of 
management through experience of three youths who start their 
own enterprise. 

Work of the Stock Exchange (Coronet 15min sd). Shows oper¬ 
ation of stock exchange against background of American business 
and industry. 

Where Your Money Goes (Association lOmin sd). Describes 
how finished products are carried from producer to consumer. 
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Distribution of Foods (EBF llmin sd). Transportation and 
distribution of foods. 

American Food Sources (Chicago lOmin sd C). Traces food 
from farm to public school lunch room. 

Your Town: A Story of America (NAM lOmin sd). Devel¬ 
opment of American life and industry; touches on interdepend¬ 
ence. 

Evolution of the Oil Industry (USBM 30min sd). Historical 
development of petroleum industry from biblical times to present; 
worthwhile from point of view of showing a major industry of our 
present age. 

Petroleum and Its Products (EPS 12min sd). Depicts oil well 
drilling and romance that goes with it. 

For additional motion pictures on specific modem industries, 
explaining their origin and present position of importance in our 
society, write to the following sources 1 for their catalogues: 


American Institute of Steel 
Construction 

American Iron and Steel Insti¬ 
tute 

Association Films 

Brandon Films Incorporated 

Castle Films 

Coronet Instructional Films 

E. I. du Pont de Nemours & 
Company 

Edited Pictures System 

Frith Films 

Frosted Food Sales Corpora¬ 
tion 

General Motors Corporation 


Goodyear Tire and Rubber 
Company 

Institute of Life Insurance 
Knowledge Builders 
Milk Industry Foundation 
Norfolk and Western Railroad 
Ralston Purina Company 
Tanners’ Council of America, 
Incorporated 

Teaching Film Custodians, In¬ 
corporated 

United States Bureau of Mines 
United States Steel Corpora¬ 
tion 

Vocational Guidance Films 


CHAPTER 3. OUR MONETARY AND BANKING SYSTEMS 

Bretton Woods Plan (Brandon 8min sd). Round-table discus¬ 
sion by former Secretary of the Treasury Morgenthau, and others. 
1 See address pages 375-377. 
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Dangerous Dollars (TFC llmin sd). How to detect counter¬ 
feit money. 

Hot Money (Pictorial 20min sd). How to detect counterfeit 
money. 

Making Money and Know Your Money (US Secret Service 30 
min sd). Shows steps in the making of U. S. money; engraving of 
plates, printing, examining and distributing; also how worn-out 
money is taken out of circulation and destroyed; how disfigured 
and worn-out money is identified. 

The Mint (TFC llmin sd). Shows operations of coinage at San 
Francisco mint; processes include mixing of metals, stamping, an¬ 
nealing, polishing, checking for defects, and counting. 

United States Treasury (TFC lOmin sd). Takes you on a tour 
through different departments of U. S. Treasury. 

CHAPTER 4. TRANSPORTATION IN OUR 
INDUSTRIAL AGE 

Development of Transportation (EBF lOmin sd). Describes 
historical development of transportation in this country. 

Land Transportation (Harvard 15min si). Describes develop¬ 
ment of land transportation from the beginning of civilization, 
covering agents and means from man and beast to the automobile 
and airplane. 

Freight Train (Barr llmin sd). Describes transportation of 
freight by railroads. 

Freight Yard (NY Central 20min sd). Describes the varied and 
numerous activities in the freight yard, such as inspection, office 
procedure, car repairing, servicing of locomotive, etc. 

Passenger Train (EBF llmin sd). Describes a trip on a modern 
electric train through an American countryside, explaining work of 
different train personnel. 

Railroadin’ (GE 30min sd C). Describes historical develop¬ 
ment of railroads in U. S. and the obstacles, some humorous, that 
had to be overcome. 

Our Shrinking World (YA lOmin sd). The development of trans¬ 
portation and communication through the ages. Emphasizes the 
problems of a highly interdependent world. 
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CHAPTER 5. COMMUNICATION IN OUR 
INDUSTRIAL AGE 

Gallup Poll (TFC lOmin sd). Explains the operation of public- 
opinion polls. 

Despotism (EBF llmin sd). Describes the role of agencies of 
communication in development of despotism. 

Story That Couldn’t Be Printed (TFC llmin sd). Dramatiza¬ 
tion of the famous Peter Zenger case. 

Post Office (Barr 15min si). Describes the various steps in the 
mailing and receiving of a letter. 

Pony Express (Barr llmin sd). Story of the pony express. 

Evolution of the Motion Picture (United 21min sd). Complete 
history of the motion picture from 1600 b.c. to the present. 

Hollywood Magic (United lOmin sd). Process in the making of 
a picture. 

Newsreel (ITTCO lOmin sd). Describes work of newsreel 
cameramen. 

CHAPTER 6. LABOR RELATIONS 

Labor Front (Brandon 21min sd). Analysis of contributions of 
both labor and industry among United Nations as compared with 
Axis manpower. 

Partners in Production (Brandon 20min sd). Describes labor- 
management relations in England. 

Millions of Us (Brandon 20min sd). Dramatization of an un¬ 
employed young man who for want of work becomes a strike¬ 
breaker. 

CHAPTER 7. BUSINESS CYCLES AND DEPRESSIONS 

Machine: Master or Slave (NYU 14min sd). Raises problems of 
technological unemployment in relation to such solutions as larger 
markets, price adjustment, wages, and dividends. 

Valley Town (NYU 27min sd). Shows how technological un¬ 
employment comes about in a typical “boom” town and how it 
affects the individual and his family; solution suggested is retrain¬ 
ing of displaced persons. 
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CHAPTER 8. MEETING THE COSTS OF GOVERNMENT 

Property Taxation (EBF llmin sd). Describes the role of prop¬ 
erty taxes in the support of various governmental services. 

Procedure of United States Customs for Ships and Passengers 
Entering the United States (Frith 15min si). 

CHAPTER 9. THE CONSUMER 

Money to Loan (TFC 22min sd). Valuable expose of operation 
of loan companies and the “suckers” they fleece through black¬ 
mail, extortion, and intimidation. 

Ten Years of Co-op Credit (Castle 20min sd). Movie on farm 
cooperatives. 

Co-ops Are Cornin’ (CL 35min si C). Describes consumer co¬ 
operatives in Middle West and South. 

Here Is Tomorrow (CL 35min sd). Dramatization on coopera¬ 
tives in America. Shows how small people by working together 
can help themselves. 

People’s Bank (Brandon 20min sd). Describes credit unions in 
some communities of Canada. 

Unseen Guardians (TFC llmin sd). Describes the work of the 
post office and the Underwriters Laboratories in safeguarding 
public against fraud. 

CHAPTER 10. SOCIAL SECURITY 

Old-age and Family Security (SSB lOmin sd). Describes old- 
age and survivors insurance provisions of Social Security Act. 

Social Security (TFC lOmin sd). Describes and explains how 
the Social Security Act operates. 

Winning against Odds (Caterpillar Tractor 12min sd). Shows 
physical and occupational rehabilitation of the handicapped. 

Employing Blind Workers in Industry (Castle 17min sd). 
Shows how the blind can be placed in jobs. 

CHAPTER 11. SLUM CLEARANCE AND CRIME 
PREVENTION 

Growth of Cities (EBF lOmin sd). Describes city planning and 
analysis of different cities in United States. 
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Housing in America (EBF llmin sd). A picture of a “dream” 
house against the background of some of America’s slums. 

Housing in Scotland (BIS 14min sd). Describes postwar hous¬ 
ing plans in Scotland, showing types of homes planned. 

Place to Live (Brandon 18min sd). Film describes a typical 
large city’s slums, then the itinerary of a young boy going home 
from school. 

Problems in Housing (EBF lOmin sd). Describes standards 
that should go into a good house and offers suggestions for reno¬ 
vations of old houses in line with these standards. 

Inside the Federal Bureau of Investigation (TFC lOmin sd). 
Describes the organization and function of the FBI. 

You Cant Get Away with It (United 26min sd). Role of FBI 
in crime prevention. Describes methods of crime detection and 
crime fighting. 

As the Twig Is Bent (Aetna llmin sd). Film on juvenile delin¬ 
quency and parent responsibility. 

Boy in Court (Nat. Probation Assn. 12min sd). Describes work 
of Juvenile Court with a juvenile delinquent. 

Buyers Beware (TFC 20min sd). Describes criminal con¬ 
nection between thieves and merchants who “get rid” of the 
“stuff.” 

Challenge to Crime (Association lOmin sd). Shows how one 
town handles the problem of juvenile delinquency. 

Children of Mars (Pictorial 18min sd). A child grows up with¬ 
out parental guidance. 

Criminal Is Born (TFC 20min sd). Statistics on crime followed 
by dramatization of how four boys take up career of crime through 
lack of parental interest. 

Dead End (NYU 13min sd). Depicts gangsterism among ju¬ 
veniles. 

Perfect Setup (TFC 20min sd). Story of impatience leading to 
crime. 

That Boy Joe (Association 20min sd). Treats juvenile delin¬ 
quency as a continuing problem. 

Think First (TFC 20min sd). Depicts women in crime; story of 
how two girls are lured into shoplifting. 
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Thrill for Thelma (TFC 20min sd). Depicts crime career of girl 
who wanted thrills. 

Wrong Way Out (TFC 18min sd). Story of two impatient peo¬ 
ple—boy and girl—and how they are led into crime. 

Youth in Crisis (United 18min sd). Depicts problem of youth 
and suggests solution. 

CHAPTER 12. INTERNATIONAL RELATIONS AND 
WORLD PEACE 

Interdependence (Harvard 30min si). Shows interdependence 
of modern economic life on an individual, community, national, 
and international basis. 

Watchtower for Tomorrow (Carnegie Endowment 15min sd). 
United Nations theme: Dumbarton Oaks Plan. 

Brett on Woods Plan (Brandon 8min sd). Round-table discus¬ 
sion by former Secretary of Treasury Morgenthau, and others. 

Now the Peace (Brandon 20min sd). Describes basic program 
of the United Nations and contrasts U.N. with failure of the 
League of Nations. 

We the People of the United Nations (YA 9min sd). Describes 
U.N. Organization, its purposes, and functions. 

For motion pictures on various countries, describing the land, 
people, dress, customs, and industries, write to the following 
sources’ for their catalogues: 

American Museum of Natural 
History 

Brandon Films Incorporated 
Bray Pictures Corporation 
Commonwealth Pictures Cor¬ 
poration 

Father Hubbard Educational 
Films 

Government of India Informa¬ 
tion Service 

2 See address pages 375-377. 


International Theatrical and 
Television Corporation 
March of Time 

Modem Talking Picture Serv¬ 
ice, Incorporated 
Nu-Art Films Incorporated 
PIC Films Incorporated 
Pictorial Films Incorporated 
Religious Film Association, In¬ 
corporated 
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Swedish Travel Information United Service to China 

Bureau United World Films, Incorpo- 

Teaching Film Custodians, In- rated 

corporated 

CHAPTER 13. MAKING DEMOCRACY WORK 

Despotism (EBF llmin sd). Describes conditions that have in 
the past promoted despotism. 

Democracy (EBF llmin sd). Describes nature of democracy 
and the role of economics in the maintenance of democracy. 

Americans All (MOT 20min sd). Describes how racial intoler¬ 
ance can be harmful to American ideals of liberty. 

Fight for Honest Ballots (United 40min sd). Shows what peo¬ 
ple can do to maintain democracy through the use of the ballot. 

American Anniversary (NAM 15min sd). Dramatization of con¬ 
tributions of immigrants to American life. 

Greenie (TFC lOmin sd). The Americanization of a Polish boy. 

Henry Browne, Farmer (Castle lOmin sd). The role of a Negro 
farmer and his family helping to win the war. 

Negro Farmer (Castle lOmin sd). Describes work of Federal 
Government among Negro farmers. 

Tuskegee Institute and Christopher’s Citadel (ITTCO lOmin 
sd). History of famous Negro institute with songs by the Tuskegee 
choir. 

How a Bill Becomes a Law (Pictorial 20min sd). Describes 
steps in a bill becoming a law. 

Parliamentary Procedures in Action (Coronet 12min sd). Dem¬ 
onstrates principles of parliamentary procedure through the activ¬ 
ities of a high school club. 

Hell Bent for Election (Brandon 14min sd C). Animated car¬ 
toon depicting the workings of election campaign propaganda- 
1944 re-election of Roosevelt. 

Children Must Learn (NYU 13min sd). Describes the relation¬ 
ship between schooling and a different phase of American life. 
Suggestions on how we can improve education. 

American Way (ITTCO lOmin sd). Historical review of events 
in last two decades, with an analysis of democratic government. 
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Our Bill of Rights (Academic 20min sd). Historical re-creation 
of adoption of the Bill of Rights. 

You, the People (TFC 20min sd). Film of city government, de¬ 
scribing how corrupt city politics work. 

Our National Government (Knowledge llmin sd). Describes 
organization of American national government. 


SOURCES OF FILMS LISTED ABOVE 

Academic Film Co., Inc., 113 W. 42nd St., New York 19 
Aetna Affiliated Life Companies, Motion Picture Bureau, 151 
Farmington Ave., Hartford 15, Conn. 

AISC—American Institute of Steel Construction, Inc., 101 Park 
Ave., New York 17 

AIS1—American Iron & Steel Institute, 350 Fifth Ave., New 
York 17 

AMNH—American Museum of Natural History, 79th St. and Cen¬ 
tral Park West, New York 24 

Association Films, YMCA Motion Picture Bureau, 347 Madison 
Ave., New York 17 

BFS—Bailey Film Service, 2044 N. Berendo St., Hollywood 27, 
Calif. 

Arthur Barr Productions, 602 Summit Ave., Pasadena 3, Calif. 
Brandon Films Inc., 1600 Broadway, New York 19 
Bray Pictures Corp., 729 Seventh Ave., New York 19 
BIS—British Information Service, 30 Rockefeller Plaza, New York 
20 

Canada—Canadian National Railways, Motion Picture Library, 
Montreal, Canada. 

Carnegie Endowment for International Peace, 405 W. 117th 
Street, New York 26 

Castle Films, 445 Park Ave., New York 20 
Caterpillar Tractor Co., Peoria 8, Ill. 

Chicago Tribune, Public Service Bureau, S. Dearborn St., Chicago 

11 

Commonwealth Pictures Corp., 729 Seventh Ave., New York 19 
CL—Cooperative League, 167 W. 12th St., New York 11 
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Coronet Instructional Films, 65 E. South Water St., Chicago 1 
du Pont—E. I. du Pont de Nemours & Co., 19th and Market Sts., 
Wilmington 98, Del. 

EPS—Edited Pictures System, Inc., 165 W. 46th St., New York 19 
EFS—Educational Film Service, 180 N. Union St., Battle Creek, 
Michigan 

Encyclopaedia Brittanica Films, Inc., 20 N. Wacker Drive, Chi¬ 
cago 6 

FH—Father Hubbard Educational Films, University of Santa 
Clara, Santa Clara, Calif. 

Frith Films, P. O. Box 565, Hollywood, Calif. 

Frosted Foods Sales Corp., Marketing Dept., 250 Park Ave., New 
York 10 

GE—General Electric Co., Visual Instruction Section, 1 River Rd., 
Schenectady 5, N.Y. 

GM—General Motors Corp., 57th St. and Broadway, New York 19 
Goodyear Tire & Rubber Co., Inc., Motion Picture Dept., 1144 E. 
Market St., Akron, Ohio 

Harvard Film Service, Graduate School of Education, Lawrence 
Hall #4, Cambridge 38, Mass. 

India—Government of India Information Services, 2342 Massa¬ 
chusetts Ave., N.W., Washington 8, D.C. 

ILI—Institute of Life Insurance, 60 E. 42nd St., New York 17 
ITTCO—International Theatrical & Television Corp., 25 W. 45th 
St., New York 19 

Knowledge Builders, 625 Madison Ave., New York 22 
MOT—March of Time, 369 Lexington Ave., New York 17 
Milk Industry Foundation, Chrysler Bldg., New York 17 
MTPS—Modern Talking Picture Service, Inc., 9 Rockefeller Plaza, 
New York 20 

NAM—National Association of Manufacturers, 14 W. 49th St., 
New York 20 

National Probation Association, 1790 Broadway, New York 20 
N.Y. Central—New York Central System, Motion Picture Bureau, 
466 Lexington Ave., New York 17 
NYU—New York University Film Library, 26 Washington Sq., 
New York 3 
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Norfolk & Western Railroad, Motion Picture Bureau, Roanoke, Va. 

Nu-Art Films Inc., 145 W. 45th St., New York 19 

PIC Films Inc., 117 W. 48th St., New York 19 

Pictorial Films Inc., RKO Bldg., Radio City, New York 20 

Ralston Purina Co., 835 S. 8th St., St. Louis, Mo. 

RFA—Religious Film Association, Inc., 45 Astor Place, New 
York 3 

Santa Fe System Lines, Film Bureau, 80 E. Jackson Blvd., Chi¬ 
cago 4 

SSB—Social Security Board, 11 W. 42nd St., New York 18 
STIB—Swedish Travel Information Bureau, 630 Fifth Ave., New 
York 20 

Tanners’ Council of America, Inc., 100 Gold St., New York 7 
TFC—Teaching Film Custodians, Inc., 25 W. 43rd St., New York 
18 

United Service to China, 1790 Broadway, New York 20 
USBM—United States Bureau of Mines, Experiment Station, 4800 
Forbes St., Pittsburgh 18, Pa. 

US Secret Service—U.S. Secret Service, Treasury Bldg., Rm. 1434, 
Washington 25, D.C. 

US Steel—U.S. Steel Corp. of Delaware, 436 Seventh Ave., Pitts¬ 
burgh 30, Pa. 

United World Films, Inc., 445 Park Ave., New York 22 
VGF—Vocational Guidance Films, 2708 Beaver Ave., Des Moines 
10, Iowa 

YA—Young America Films, Inc., 18 E. 41st St., New York 17 
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INDEX 


A 

Accidents, industrial, 18 
Adamson Act, 78-79 
Advertising, cost of, 215-216 

effect of, on consumer, 209-210, 
214-216, 224 
high-pressure, 31, 219 
in newspapers, 103-105 
effect of, on policy of, 105 
on radio, 108-109 
regulation of, by law, 224 
AFL ( see American Federation of 
Labor) 

Agricultural Adjustment Act, 38-40 
Air lines, 90-92 
Air transportation, 88-94 
civil, 89-91 
freedom of, 93 

government regulation of, 91-92 
international law and, 93-94 
national security and, 93-94 
national welfare and, 89 
Algeciras Conference, 311 
Ambassador, duties of, 309-310 
American Federation of Labor 
(AFL), 127-130, 145-146 
and politics, 145-146 
American Medical Association, 224 
report of, on national health, 257 
American Youth Commission, 255 
Amortization, 277, 278 
Antifederalist party, 345 
Arbitration, 142-143 
Atlantic Charter, 316-318 
Atomic bomb, 89, 321-322 
Atomic energy, 321-327 
control of, 324-326 
harnessing of, 325-326 


Atomic energy, nature of, 323-324 
nuclear physics and, 323-324 
uses of, 322-323 
world peace and, 321-326 
Atomic Energy Commission, 324 
Attaches, 310 

Automobile (see Motor transporta¬ 
tion) 

Aviation (see Air transportation) 

B 

Ballot, 352-353 
Bank charters, 57, 67 
Bank holiday (1933), 69 
Banking Act (1913), 57, 67-69 
Federal Reserve System under, 57, 
67-69 

Banking Act (1933), 69 
Banks, 63-70, 167-174 
failure of, 69, 167, 168, 170, 173, 
174 

Federal Reserve, 68 
kinds of, 63-65 
national, 67 

weakness of, 67 
origin of, 63 
Barter, 8, 50, 51 
Bell, Alexander G., 114 
Big business, 23-47 

mass production and, 28-30 
advantages of, 29 
relationship of, to consumption, 
208-210 

monopoly by, 31-38, 40-42 
problems of, 30-31 
regulation of financial operations 
of, 43-47 

Bimetallism, 58-59 
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Black lists, 126, 135-136 
Blind, aid to, 249 
Bonds, 44, 64, 172-173, 180, 184 
government, sale of, 180, 184 
speculation in, 172-173 
Bossism, 354 
Boycott, 133, 134 

Brussels conferences (1874, 1890), 
311 

Budgeting, 216-218 
Building and loan associations, 65 
(See also Housing) 

Bureau of Home Economics, 225 
Bureau of Standards, National, 222- 
223 

Bureaucracy, government by, 250 
Business cycles, 158-176 
causes of, 160-163 
definition of, 158 

in history of United States, 165- 
176 

stages of, 158-168 
technology and, 164-165 
theories of, 160-165 
wars and, 163-164 
Business organization, 23-24 
corporations (see Corporations) 
partnerships, 23, 24 
single enterprises, 23 
(See also Big business) 

Buying, installment, 172, 218-219 
hidden interest in, 219 

C 

Cairo Conference, 319 
Canals, 84 

Cartels, 40-42, 230-231 
cooperatives and, 230-231 
Cartwright’s loom, 15 
Censorship, of motion pictures, 116- 
117 

of newspapers, 105-106 
of radio, 110 
Charities, kinds of, 243 
Charter of incorporation, 25 
Checkoff, 135, 140 


Child labor, 20, 138 
laws regulating, 138 
Children, dependent, aid to, 244, 
249 

CIO (see Congress for Industrial 
Organization) 

Cities, origin of, 9 
as trading centers, 12 
City-states, 292 

Civil Aeronautics Authority (CAA1, 
43 

Civil Aeronautics Board, 90-92 
Civil service, 343, 353-355 
and patronage, 353-355 
Civil Service Commission, United 
States, 343, 355 

Civil War (see War between the 
States) 

Clayton Antitrust Act, 37-38 
Closed shop, 134, 140 
Collective bargaining, 130-131, 142 
Collectivism, 238-240 
Commerce, interstate, 35-36 
Commercial banks, 64 
Committee for Industrial Organiza¬ 
tion (CIO), 128-130 
Political Action Committee (PAC) 
of, 146-147 

Communication, 97-118 
basis of, 97 
control of, 100—102 
early means of, 97-98 
by language, 98-99 
modern, and social issues, 100- 
101 

by motion pictures, 115—117 
by newspapers, 102-107 
printing and, 98-100 
by radio, 107-114 
by telegraph, 114 
by telephone, 100, 114-115 
by writing, 98-99 

(See also Federal Communica¬ 
tions Commission) 

Communism, origin of, 303-305 
Community planning (see Housing; 
Slums) 
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Company union, 137, 141 
Competition, 31-42 
curbing of, 34-35 
Compton’s mule, 15 
Congress, 189, 342, 343 
Congress of Industrial Organizations 
(CIO), 128-130, 137 
Conspicuous consumption, 213, 219 
Constitution of the United States, 
312, 330, 342 
democracy under, 330-332 
international agreements under, 
312 

preamble of, 330 
Consuls, 309, 310 

Consumer education, through adver¬ 
tising, 216 

through government agencies, 
224-225 

by groups, 226-227 
Consumers, 206-232 

advertising, of benefit to, 209-210, 
214, 216 

harmful to, 210, 215 
aid to, 225-227 
budgeting by, 216-218 
effect on, of changing prices, 221- 
222 

factors influencing, 206-216 
habits of, 210-211 
legislation pertaining to, 222-224 
problems of, 207-208, 216-222 
production and, 208-210 
protection of, 222-227 
Cooperative movement, 228-232 
extent of, 230-232 
origin of, 228 

Cooperatives, 227-230, 232 
individualism and, 232 
kinds of, 227-228 
principles of, 228-230 
Corporations, 24-30, 189, 192 
board of directors of, 26, 27-28 
charter of incorporation of, 25 
development of, 24-25 
excess profits of, 192 
finances of, regulating, 43-47 


Corporations, interlocking directo¬ 
rates in, 34 

kinds of stock in, 25-26 
management of, 27-29 
mass production and, 28-30 
organization of, 25-28 
stockholders in, 25—26 
voting of, 27-28 
taxation of, 189, 192 
Cotton gin, 15 

Courts, domestic relations, 285 
juvenile, 19, 285 
Coxey’s Army, 171 
Credit, charge account as, 61 
check as, 61 

draft or bill of exchange as, 63 
promissory note as, 61-62 
trade acceptance note as, 63 
Credit Mobilier , 168 
Credit unions, 231-232 
Crime, 279-287 
causes of, 281-282 

environment as a, 281-282 
heredity as a, 280-281 
modern court procedure and, 285- 
286 

prevention of, 286-287 
punishment for, 282-284 
Criminals, treatment of, 282-287 
Curie, Marie, 326 
Currency, elastic, 67, 69 
(Sec also Money) 

D 

Dark Ages, 293 
Das Kapital, 304 
Debt, national, 166, 199 
Declaration of Independence and 
democracy, 330-331 
Defense, cost of national, 180-182 
Deflation, 221-222 
Delinquency, juvenile, court for, 19, 
285 

prevention of, 279-287 
environment and, 281-282 
heredity and, 280-281 
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Democracy, in America, beginning 
of, 335-338 

development of, 332-335 
education in a, 360-363 
elections and, 350-353 
forms of, 341-342 
growth of, 332-341 
machinery of our, 341-350 
meaning of, 330 
nationality and, 356, 357-358 
political parties and, 344-350 
pure, 334, 341 
race and, 355, 356, 358-360 
religion and, 355, 356, 358-360 
representative, 335, 341 
Democratic party, 344, 346 
Depressions, 158-159, 160, 164- 
176, 238, 242, 251-252, 301 
effects of, 174-176 
problem of, 164 
public works during, 251-252 
recurring, 238 
technology and, 164—165 
war and, 164 

before World War II, 242, 251 
Diplomacy, 308-312 
Domestic Relations, Court of, 285 
Domestic system, 13 
Dumbarton Oaks Conference, 319- 
320 

E 

Economic planning, 38-39 

(See also Government plan¬ 
ning) 

Economic progress, stages of, agri¬ 
cultural, 8-9 
handicraft, 4, 9-10 
hunting and fishing, 4, 5-7 
industrial, 4, 10-20 
pastoral, 4, 7-8 
Economic systems, 154-158 
Education, 147-149, 249, 360-363 
in a democracy, 360-363 
labor and, 147-149 
Office of, 249 


Elections, 348-353 
ballot and, 352-353 
in a democracy, 350-351 
choice of voters in, 350-351 
right to vote in, 351-352 
political parties and, 346-348, 350 
(See also Political parties) 
primary, 340, 348-349 

(See also Primary election) 
England (see Great Britain) 
Environment, as factor in crime, 
281-282 

(See also Housing; Slums) 
Estate tax, 196 

European Reconstruction Program, 
306 

Excise tax, 196 
Extradition, 307 

F 

Fair Labor Standards Act, 40, 138 
Farmer-Labor party, 144-145 
Farmers, cooperative movement 
among, 231 

plight of, after World War I, 172 
Fascism, 305 

Federal Communications Commis¬ 
sion (FCC), 43, 109-110, 114 
Federal Deposit Insurance Corpora¬ 
tion, 69 

Federal government, 179-184, 199, 
338-341, 342-344, 355 
civil service program of, 355 
expenditures of, 179-183, 184, 
199 

organization of, 342-344 
powers granted, by constitution, 
342 

Federal Housing Administration, 
273-274 

Federal Housing Authority (FHA), 
278 

Federal Reserve Act (1913), 67-68 
Federal Reserve System, 57, 67-69 
Board of Governors of, 67 
rediscount under, 57, 67, 68 
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Federal taxes, 187, 189-200 

(See also Government income) 
Federal Trade Commission, 38 
Federalist party, 345 
Feeblemindedness and delinquency, 
281 

Feudalism, 10-11, 12, 293 
First United States Bank, 65, 166 
Food and Drug Administration, 223 
Food, Drug, and Cosmetics Act, 224 
Foreign exchange, 59-61, 300-301 
Foreign policy, of George Washing¬ 
ton, 313 

of United States, 312-315 

(See also International rela¬ 
tions) 

Franklin, Benjamin, 310 

Free enterprise (see Laissez faire) 

Free-Soilers, 345 

Freedom, of air transportation, 93 
of the seas, 307, 314 
of speech, 20 

French Revolution, 302-303 
Fulbright Resolution, 318 
Fundamental Orders , Connecticut, 
336 

G 

Geneva Conference (1864), 311 
Gilt tax, 196 
Glorious Revolution, 15 
Gold, in international trade, 301 
used as money, 52-54 
Gold Reserve Act, 55 
Gold rush (1849), 167, 168 
Gold standard, 54-55 
definition of, 54 
in United States, 55 
Gompers, Samuel, 127, 143 
Government, early forms of, 332- 
335 

Federal (see Federal govern¬ 
ment) 

financing of (see Government in¬ 
come) 

function of, 238-239 


Government, machinery of, 341-344 
origin of, 332-333 
powers of, 239 

services provided by, 179-180, 
182, 184, 239 
cost of, 180-183 

state and local, expenditures of, 

200 

Government bonds, 180, 184 
Government income, 180, 183-200 
sources of, 180, 183-185, 189-200 
before the War between the 
States, 189 

since World War I, 189 
(See also Taxes) 

Government planning, 243-260 
arguments for and against, 250, 
259-260 

Granger laws, 77 
Grant, Ulysses S., 168 
Great Britain, American loan to, 60 
colonial system of, 15 
cooperatives in, 228, 230 
democratic government and, 335 
industrial revolution in, 14-16 
Labor party in, 143, 144 
Green, William, 127, 146 
Greenbacks, 57 
Gresham’s law, 58-59, 170 
Grotius, Hugo, 307 

H 

Hague Peace Conferences (1899, 
1907), 312 

Hamilton, Alexander, 65, 66, 346 
Handicraft system of production, 9- 
10 

Harvard Union Fellowships, 148 
Health, public, 249, 256-259 
legislation and, 256-258 
prevention of ill-health, 258-259 
Health bill, national, 257, 258 
Health insurance (see Insurance, 
health) 

Health Service, Public, 249 
Hitler, Adolf, 112, 295-296, 316 
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Holding company, 34-35 
organization of, 36, 37 
Holy Alliance, 303 
Home Economics, Office of, 225 
Home Loan Bank, 273 
Home Owners Loan Corporation, 278 
Housing, 264-279 

government aid to, 273-274 
obstacles to low-cost, 274-279 
poor, extent of, 267-268 
ill effects of, 264-267 
slum clearance and, 264-272 
Housing Act (1937), 266, 271 
Housing Administration, Public, 273, 
274 

Housing and Home Finance Agency, 
273 

Housing Council, National, 273, 274 
Hull, Cordell, 191 

I 

Imperialism, mercantile system and, 
240 

and war, 240, 298 
Income, budgeting of, 216-218 
government (see Government in¬ 
come) 

Income tax, 192-197 

filing of return on, 194-196 
levied by Congress, 189 
withholding of, 193 
during World War II, 192-193 
Independent Labor party, 144 
Individualism, 238, 242 
cooperatives and, 232 
philosophy of, 238-240, 242 
Industrial disputes, settling of, 142- 
143 

Industrial revolution, 3-20, 23, 207 
in contrast with political revolu¬ 
tion, 13-20, 23 

effect of, on educational opportu¬ 
nities, 18 

on government, 18 
on living, 16-18, 207 
on newspapers, 18 


Industrial revolution, effect of, on 
travel, 17-18 
in England, 14-16 
factors contributing to, 14-16 
gains and losses from, 18-20 
making a living before, 3-10 
Industrial Workers of the World, 
128 

Inflation, 163,166,172,197,221-222 
following wars, 163 
panics and, 166, 172 
Inheritance, right of, 8 
Inheritance tax, 196 
Initiative, 340 

Injunction, 126, 136-137, 140 
Installment buying (see Buying, in¬ 
stallment) 

Insurance, health, 256-258 
need for, 257 

old-age and survivors, 244-246 
philosophy of, 252 
social, 252-254 
unemployment, 244, 247-248 
eligibility for, 247 

International agreements, 41, 310- 
312 

Constitution and, 312 

(See also International rela¬ 
tions ) 

International cooperation, 292, 306- 
312 

stumbling blocks to, 292 
International Court of Justice, 320 
International Labor Organization, 321 
International law, 93-94, 307-310 
International Monetary Fund, 320 
International relations, 290-325 
diplomatic officials and, 308-310 
economics and, 295-301 
as factor in imperialism, 300 
importance of, 291-292 
League of Nations and, 310, 312, 
315-316 

Monroe Doctrine in, 303 
nationalism and sovereignty in, 
292-295 

obstacles to harmonious, 301-303 
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International relations, United Na¬ 
tions and, 306, 317, 320-321, 
325 

International trade, 41-42,173, 298- 
301 

as a source of war, 300 
(See also Tariff) 

International trust (see Cartels) 
Interstate commerce, 35-36 
Interstate Commerce Act, 35-36 
Interstate Commerce Commission 
(ICC), 36, 43 

Inventions, contribution of, to indus¬ 
trial revolution, 14-16 
Isolationism, 313 

(See also Foreign policy; Inter¬ 
national relations) 

J 

Jackson, Andrew, 66, 166-167 
Jurisdictional strikes, 130, 137, 141 
Juvenile court, 19, 285 
Juvenile delinquency (sec Delin¬ 
quency, juvenile) 

K 

Knights of Labor, 126-127 

L 

Labor, 123-150 

Department of, 138, 141 
distribution of, 132 
division of, 7-9, 28-31 
history of, in United States, 125- 
130 

in Europe, 143, 144 
legislation concerning, 136-143 
lobbying of, 127, 138, 145 
New Deal and, 145-147 
organized, employer and, 123- 
124, 130-136 
growth of, 123-130 
in politics, 143-147 
Labor monopoly, 33 
Labor, Organization, International, 
321 


Labor party of England, 143, 144 
Labor Reform party, 144 
Labor relations, 123-150 
future of, 149-150 
Labor unions, collective bargaining 
of, 130-131 

early, in United States, 125-126 
aims of, 125-126 
kinds of, 125 
opposition to, 126 
international, 321 
national, 126, 144 
Labor's Nonpartisan League, 146 
La Follette Seamen's Act, 85 
Laissez faire, 124, 238, 240-243, 301 
decline of, 240-243 
League of Nations, 298, 310, 312, 
315-316 

Legal tender, 55-56 
Lewis, John L., 128-129, 135, 146 
Lindbergh, Charles A., 89 
Loans, short-term, 69 
Lobbying, 127, 138, 191, 227, 250 
by labor, 127, 138 
Local taxes, 187, 200-202 
Lockout, 135 
Logrolling, 191 

M 

Manorial system, 10, 11, 293 
serfs under, 10 

Manufacturing, domestic system of, 
13 

factory system of, 14, 16, 18 
handicraft system of, 9-10 
(See also Big business) 

Margin, buying stock on, 46, 173 
Maritime Commission, 43, 87 
Marx, Karl, 161, 304 
Mayflower Compact , 335-336 
Meat Inspection Act, 223 
Medicine, preventive, 258-259 
Mercantile theory, 240 
Merchant marine, legislation aiding, 
87 

Merger, 35 
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Merit system, 355 
Minister, foreign, duties of, 309 
Minorities, 301, 355-358 
Money, 50-63, 67, 99, 300-301 
commodities used as, 50-51 
credit as, 61-63 
and elastic currency, 67, 69 
first use of, 50-51 
foreign exchange of, 300-301 
function of, in international trade, 
59-61 

gold as, 52-55 
kinds of, 50-51, 55-57 
legal tender, 55-56 
method of exchange before, 50- 
51 

units of, in other countries, 54 
Monopoly, 31-42, 76, 89-90, 230- 
231 

in air transportation, 89-90 
curbing of, 35-40 
forms of, 33-35 
kinds of, 32-34 

opposed by cooperatives, 230-231 
railroads engaged in, 76 
Monopoly price, 32 
Monroe Doctrine, 303 
Morse, Samuel B., 114 
Mortgages, 64 

Moscow Conference, 318-319 
Motion pictures, 115-117 
censorship of, 116-117 
Motor Carrier Act (1935), 83 
Motor transportation, 81-83 
control of, 82-83 
social advantages of, 82 
Murray, Philip, 130 
Mussolini, Benito, 316 

N 

National Banking Act (1863), 57, 
67 

National Industrial Becovery Act, 
38-40 

National Labor Relations Act, 137- 
138 


National Labor Relations Board, 
137-138, 141 

National Labor Union, 126, 144 
National Resources Planning Board, 
251 

Nationalism, 292-295, 297 
as factor in war, 294-295, 297 
origin of, 292-294 
Nationality groups, 357-358 
Nazism, 305 
Negroes, 338, 339, 357 
Neutrality, 313, 314 
New Deal, 145-146, 242-243 
and labor, 145-146 
New York Curb Exchange, 44 
New York Stock Exchange, 44-45, 
169 

Newspapers, 102-197 
advertising in, 103-105 
effect of, on policy, 105 
censorship in wartime of, 105 
early days of, 102-103 
freedom of the press, 102-103 
influence of, on public opinion, 
101-102, 103, 105-107 
labor, 149 

O 

Old-age and Survivors Insurance, 
244-246 

Oligarchy, 334-335 
Open shop, 134 

P 

Pan-American Conferences, 311- 
312 

Panic, of 1819, 165-166 
of 1837, 166-167 
of 1857, 167-168 
of 1873, 168-169 
of 1893, 59, 170-171 
of 1907, 171 
of 1929, 172-176 
Paris Conference (1856), 311 
Partnerships, 23-24 
articles of, 24 
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Patronage, political, 353-355 
Patrons of Husbandry, 77 
Penology, 285-287 
Petrillo, James C., 135 
Picketing, 133 

Pipe-line transportation, 87-88 
Planning, economic, 38-39 

(See also Government plan¬ 
ning; Housing; Slums) 

Platform of political party, defini¬ 
tion of, 346 
Poland, 295-297 
Polish Corridor, 295 
Political Action Committee (PAC), 
146-147 

Political corruption, effect on crime, 
281 

in government, 168, 169 
Political parties, 344-350 

contribution of, to government, 
349-350 

machinery of, 345-349 
national committee in, 346-347 
national convention of, 348 
Poll tax, 352 

Popular front in France, 305 
Populist party, 345 
Power, hand, 15 
steam, 16 
water, 15, 17 
Preferential shop, 134 
Prejudice, definition of, 359 
against minorities, 359 
Pressure groups, 127, 138, 191, 227, 
250 

Price Administration (OPA), Office 
of, 40 

Prices, pyramiding, 35, 37 
regulation of, 222, 239, 249 
Primary election, closed, 349 
direct, 340 
open, 349 

Printing, importance of, to communi¬ 
cation, 98-100 
(See also Newspapers) 

Private property, institution of, 8, 23 
Production (see Big business) 


Profit, excess, 192 
production for, and business cy¬ 
cles, 161 

Profit motive, 17 > 

Progressive Republicans, 345 
Propaganda, 101-102, 111-113, 214 
advertising as, 214 
by radio, 111-113 
Property tax, general, 201-202 
Prosperity, in business cycles, 158, 
159 

Public Health Service, 249 
Public opinion, importance of, 344 
influence of, the press on, 101- 
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